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#26 5/19/66
Merorandum 66-20

Subject: Study 26 - Escheat

You will receive with this memorandum a tentative recommendation proposing
& revislon of California's existing Uniform Disposition of Unclaimed Preperty
Act, the enactment of an unclaimed property compact, and a revision of Probate
Code Section 231. You will alsoc receive with this memorandum a study prepared
by the Harvard Student Legislative Research Pureau relating to the Uniform

Act and the impact upon that zet of the Supreme Court's decision in Texas v.

New Jersey. The study contains a draft statute on unclaimed property which

we relied on to & congiderable extent in prepering the tentative recommendation,

Before preparing the tentative recommendation, we prepared a draft statute
which would have incorporated the proposed Harvard statute into the existing

California stetute. We submitted this to the Controller and to the Attorney

General and splicited their corments, Attached 4o this memorandum as Exhibit I
(pink pages) is a letter from the State Controller cosmenting on that draft.
Attached to this memorandum as Exhibit II (yellow pages) is a letter from the

Attorney General commenting on that draft, Those lotters are attached because they

rgise certain questions relating to the accompanying tentative recommendation
théiﬁycu should consider. Exhibit III {green pages) is a proposed interstate
compact relating to the disposition of unclaimed property that has been
prepared by the National Associstion of Attormeys General.

You should read the accompanying material first. You must then decide
whether to recommend the statute contained in the tentative recommendation
upon the basls of the information you have. We believe the problem created

by Texas v. New Jersey to be primarily a drafting problem. We do not believe

that an extensive research study is necessary to determine the drafting
changes that must be made. Similarly, we believe that one can determine all
that it is possible to know concesw ag the ramificatlions of the Nolan case
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and the impact upon that case of Texas v. New Jersey from the materigls that

you have. We do not believe that it is hecesgary to have an extensive
research study to determine the rather narrow policy questions presented
by the judicial decisions in this area. If you do not concur, and belleve
that & research study is needed on any or all of the policy problems
involved, it seems unlikely that we will be able to recommend the proposed
legislation to the 1967 session (or for that matter to the 1969 session).
There is not time enough for such & study to be prepared and considered
before the 1967 session begins and we will be devoting all our time thereafter
to eminent domain end inverse condemmstion.

If you decide to go forward with the recommendastion, you should consider
the following specific matters:

Section 1501{b), (g), and (h)

The existing Caiifornia abandoned property statute excludes a "utility"

fﬁbm 1ts definition of a person. At least, this seems to be what it is

trying to do. BSection 1501(g) says that "person" does not include a utility
and Section 1501(h) then states “hat a "utility’ means "any person wno . . . "
This somewhat circular language was probably intended to exclude utilities
from the scope of the unclaimed property act.

This blunderbuss method of exclusion creates problems. If a utility
is not & person it cannot be a holder., If it camnot be a holder, ‘it is not
required to report unclaimed dividends, unclaimed shares, unclaimed
principal and interest on bonds, or any other unclaimed property that is
indistingulehable from any other unclaimed property in the hands of any
other private corporation. We suspect that the exemption was probably i
intended to cover refunds such as those that were ordered by the Public
Utilities Commission 1n the case of the telephone and the gas companies. If
those refunds are egcluded frov: this act, the Public Utilities Commission can

then order their distribution to ' ~ present customers of the company in
. -




(:. accordance with its present practice.

Accordingly, we added a subdivision to Section 1582 to exempt such
refunds and we deleted the language excluding a utility from the definition
of a person, & holder, and a buginess association. This excluesion leaves
deposits to guarantee payment for services that are left behind when a
customer deaves as escheatable property under the act. It also leaves
dividerds, shares, wage claims, and bord claims as escheatable property
under the act. |

We hﬁ?e cormunicated with the Public Utilities Commission to determine
the precise purpose of the exclusion which was added in 1959, but we have

not as yet discovered what the preciese purpose was.

Septien 1511(a), (b), and (a)

e The State Controller raises a question concerning the authorization

e for a holder to deduct “"reasonable charges." He reports that whether a charge
is lawful or reagonable has been subject to dispute with some holders. He
had no suggestion to solve the problem, nor do we have any.

Section 1530 {&)

The State Controller suggests that this subdivision be retained.
Since the subdivision is of temporary value only, we have attempted to preserve
it by the uncodified Section 47 of the proposed statute.

Section 1531 {d)

We accepted the State Controller's suggestion that the holder be
relieved from sending notices to owners. We substituted, however, a duty on
the part of the Controller to mail a notice to all owners of more than $10.
Under the previous statute, the Controller did not have to send notice to

o anyone owning less than $25. This revision will provide mailed notice to

everyone entitled to recover any of the escheated property.
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Section 1533 (d)

Both the Controller and the Attorney General suggested the addition
of a separate section stating the rule in subdivision {d)}. We did not
see the need for any separate gection.

Section 1550

The Controller objects to a permanent escheat provision at the present
time. He weants to swait & declision on pending litigation. We #£o not
believe that the fact that litigation is pending should affect the rule
one way or another.

The Controller also suggested eliminating scme of the details reguired
to be in the published notice of permanent escheat. When he made the
suggestion, Section 1551, providing for administrative escheat, had not
been formulated. The greatly simplified procedure for the administrative

escheat of property worth $1000 or less seems to us to meet the problems

- involved in Section 1550.

Respectfully submitted,

Joeeph B. Harvey
Assistant Executive Secretary
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ALAN CRANSTON
CONTROLLER

Gouttroller of the State of Califoria

SACRAMENTO
April 29, 1966

/Hotes References in lotter are to s draft of
“legislation that has been supersedsd by the
tentative recormendation attached to Memorandum
66=20, References to the provisions in the
tentastiw recomrendastion are muacktxkmibiue
Xicese indicated in brackets or by msbiddeoemx
Nr. dobn H. Devoully inserbs on letter,/
Exacutive Secretary
California Law Revision Commission
Room 30, Crothers Hall
Stanford University
Stanford, Califormia 94305

Dear Mr. DeMoully:
The following are our comments on the materials forwarded with your

letter of February 7. {Unless otherwise noted, references are to revised
sections and subsections.) '

PRELIMINARY DRAPT - UNCLADMED PROPERTY ACT
38 1501(a) end ()2 [75°01 (@) and ()]
The comment on page 12.oi’ the Harvard Law Review article states that

the revised definitlion of banking organization “enlarges the Uniform Act's
category . . . to include national banks.®?

. Our law presently defines banking organization to include "any bank.*
This broad definition applies to national banks, and such banks have besn
reporting and remltting unclaimed property without gquestion.

Revision of the definition may be desirable as a clarification of
existing law, but any implication that the revision "enlarges® the category to
inelude national banks not otherwise included, would appear 1o be inadvisable,
particularly in view of pending litigatlon involving a national bank.

This comment. also applies as well to the revised definition of
financial orgamigation in subsecti.on to include federal savings and loan
assoclations. . ( d)

Perhaps thé clause “federal or state" should be located in subsections
{a) and @:ﬂ a,s) to precede and refer to all types of institutions enumerated.
(e .



¥r. John H. DeMoully a2 April 29, 1966

§. 150003} ( Qs "#ed)

The proposed definition of "property" includes tangible personalty.
located in this State. The only tangible perscnal property now subject to
the Act is received as pari of the unclaimed contents of safe deposit boxes.

Most other types of unclzimed personalty, of which we know, are
covered by special laws (e.g., Pawnbrokers, Fimancial Code § 21201, et seq.;
Innkeepers, Civil Code § 1861, et seq.; Warehouses, Clvil Code § 2081, et seq.).
Perhaps these areas need exploring to see whether the Unclaimed Property Law
should cover excess sale proceeds after deducting expenses and liens realized
upon liguidstion of property subject io such special laws.

We can see the possible advantage of having an omnibus ¢launsza to
cover any situation that might arise involwving something of consequence.
Howaver, our experience with the contents of safe deposit boxes indicates that
there would have to be selectivity, possibly administratively, in declding what
would be worthwhile to receive. Otherwise, the administrative costs in holding
and disposing of the property would probably b? excessive.

U] & /517 /530
Changes proposed in the draft in $§{150e), R and
relative to the types of personalty, will depend on the détermination made _

with respect to the definition of “personal property."

§§ 1501(b}, (h), and (4}t Dfm (4), (?): wd’(.{)]
The law presently provides several exemptions applicable to utilitles:

(1)} A limited exemption in the last sentence of presemt § 1510(g)
with respect to unclaimed amounts transferred to capital, surplus or undivided
profits with the approval ef a regulatory orcli;ggaing authority.
- /

{2) The exempticn in present § 1526401‘ property in the official
custody of a municlpal utility district.

(3) The omnibus exemption for a utility defined in péesent $ 1501(h})
by resson of the express exclusions in the definitions of Ybusiness association®
and “parson.”

The omnibus exemption was not contained in the unclaimed property
bill when first iatroduced at the 1959 Regular Session, but was amended into
the bill during its legislative course.

The law Revision Commission may wish to review the basis for contlnuing
the omnibus exemption, or at least the extent of such exemption, purticularly
as it applies to unclaimed stocks and dividends. For example, a utility compsny
doniciled in another state having an unclaimed property law (without a similar
exemption), would very likely be reguired to pay t¢ that state the unclaimed
dividends of owners whose last knoun addresses are in Californla since such
property would be exempt under cur law.



Mr. John H. DeMoully e April 29, 1966

The proposed revision of the definition of "utility" would delete
the qualifying phrase “within this State.® The effect of such a change would
be to extend this omnibus exemption to all such utilities, regardless of
whether or not they operate in California.

88 1502(a), (b) and (d): Eﬁ‘ff(a.,_)) (L) and {u’,?]

These provisions authorize a holder to deduct from unclalmed property
“reasonable® charges which may "lawiully be withheld." This rather general
language was a matter of concern to us when the Aot was adopted in 1959, and
continues €0 be a problem. In absence of clear guidelines, whether a charge
is authorized by law or contract or whether the amount of the charge is
reasonabis, have been matters of dispute with some holders.

At this time, we bave no solution to suggest on how this situation
might best be resolved.

s1s00e): [1530 4>

Revised subssction {(e) would require 2 holder to mail a notice to the
last known address of each owner whose ¢lalm has not been barred by the gstatute
of limitstions. :

This provision apparently will only apply to trust items since the
period of limitations would have run on most other items of property.

Though there would be no expense to the State, it would appear that
requiring the holder to mail 3 communication to each such holder would involve
a duplication of effort. The State must, in any event, mall a notice to the

last knosin address of every ouner entitled ta property valued at $25 or more
153 ()
$19%0s [71530 €9y ]

For the present, we recomsend that this subsection not be deleted.
Because of pending litigation, many initial reports have not been fully processed,
a&nd we believe that others have not been filed. This subsection provides the
basis and extent of the reporting requirements for purposes of the holder's
inmitial report.

Until administrative action can be completed, which must await final
disposition of the pending 1itigation, this provision should be retalned.

82 15U, (O, 152000 [/5731 (4)(4), (€)(4), and /550]

At the present time, we are involved in major litigstion testing the
Unclaimed Property Act. Eventually, the Act should be amended to provide for
escheal or some cut-off on claims, but we suggest that the decision in this
regard be deferred until settlement of the litigation.



Mr. John H. DaMoully -dfes April 29, 1966

§ 1§lll§ c)s Egm ;ﬁtafj

We recommend that this provision be deleted. There appeara to be
no benefit or purpose in the requirement that a copy of the second miblished
notice be mailed to the holder, and it would involve sdditional administrative
expense 1o the State. _

ltems of property reported by a holder may be included in pubiications
in a number of counties and having different publication dates. Mailing each
holder copies of all Jublications containing one or more items of property
reported by the particular holder, would present administrative problems without
corresponding benefit to the State, the holder, or the cwner,

g5z [5532]

Presently, the holder is required to remit property to the State
within seven months from the final dates for filing reports. We recommend that
this be changed to within six months frou the filing dates. This will permit
the State to receive the property up to one momth earlier, and will apoid
remittances being received during the closing month of a fiscal year which
traditionally has a heavy workload.

$1527(0): [ 7534 {4—)]

The extensive detailing in subssction (b) of the purposes for which
expenditures may be made from the abandoned property account, has been a
recurring source of difficulty. Various types of expemses may be incurred which
do not clearly come within one of the enumerated purposes, such as reinbursement

of hol_%@?nder § and expenses connected with holding public auctions
under § a). 15O
533

To avoid this centinuing problem, it is recommended that subsection/™}
be revised as follows:

*(b) All money in the abandoned property aceount
in the Unclaimed Property Fund is hereby continucusly .
appropriated to the State Controller, without regard to
fiscal years, for expenditure in accordance with law in
carrying out and enforcing the provisions of this chapter,
including, but not limited to, the following:

(1) For payment of claims allowed by the
State Controller under the provisions of this chapter.¥

[Paragraphs 2 - &, incl., remain unchanged. ]

§ 1513@1:[;540 (a,)_]

This section should be clarified by inserting the word "net™ before
Yproceeds" in the third line of subsection {2). The owner may only claim the
amount remaining after deduction of sale costs and the holder's charges.



Mr. Jobn H. Delioully B April 26, 1966

g amaceye [540 (4) |

The proposed revisions would require a formal hearing whenever
requested by a claimant. The matter of holding hearings was considered in
1952 and resulted in present § 1519{a) which permits discretion in this regard.

. The determination on claims usually rests on documeatary evidence
submitied by the claimants and, as to many claims, a formal hearing may be _
unnecessary. For example, there would seem to be no reason for a hearing if

the ¢laim 1s allowed. 1Iin other situations, it may be more appropriate that there
be a2 judiclal determination; for example, when the ouner is deceased and the
estate in excess of $500 has not been probated. '

The present provisions have worked well. We are not aware of any
dissatisfaction. '

;.l"la clt [/54’& (d)’]

This provision should require a written finding only after a formal
hearing on a claim. To require such findings on a1l claims presented, including
those that are allowed, would be burdensome atwl serve no purpose.

s [ /550 ]

For the reasons discussed above, our recomsendation is that the
decision on escheat showld be deferred pending present litigstion. Accordingiy,
proposed § 1520.1 should be deleted for the time being.

When escheat is cnnsidered: howaver, some administrative simplifica-
tion and economies should be taken up. For example, some of the details
required to be in the published notice under subsection (b) should be eliminated.
A miblication of 21l information now listed would be costly, and of gquestionable
vailue in motifying ownasrs of the escheat. Such notice should only include the
information now specified in 4 1511(lj.

sasa: (15771 (6)]

This provision might be clarified by insertion of the word *either®
before the colon in the first sentence, and insertion of the word Por" after
tha semi-colon in {3}.

§ 1523(e)s 55'73(4,)‘7

We are uncertain as to the source from which the 15!5_ reward wonld be
paid. Would it be charged against and deducted from the amount due the owner
of the property so recoverad, or would it be merely charged against the Unclaimed
Property fccourt as a general administrative expense? Should a reward be paid
if the law of the other state does not contain a reclprocal provision for a -
renard?



Mr. John H. DeMoully by = April 29, 1946

sasar: [ 75 74 ]

Thia seetion should be clzcified to read:

"Ho agreement under which any person undertakes
to locate property reported under Section 1510{d)
shall be valid if it is entered into within nine months
after May 1 {with respect to property reported by a
life insurance cowpany) or November 1 {with respect
to property reported by all cther holders} and reguires
payment of a fee or other rompensation exceeding 10 per
eent of the value . . . . ¥

1 add}s

When the Uniform Disposition of Unclaimed Property Act was enacted
in 1952 to supersede the prior law on unclaimed property, Code of Civil Procedure
§ 1378, a general provision relating to management of dnclaimed property, was
inadvertently overlooked. To clarify this situation, the following should be
incorporated into the Act as § 15282

"o sult shall be meintained by any person against
the itate or any offlcer thereof, for or on acceount of
any transaction entered irdo by the Controller pursuant
o this chapter, except zs specifically authorized.

Upon inelusion of the gbove provision, subsection {d) of § 1516 may
be delated. : :

UNCIATMED PROPERTY CCMPACTS

You advised that the Compact may not be revised, and requested our
view as to whether il shoulid be emacted in its present form.

It appears the Compact will be heloful in the administration of this law
and we therefore recommend its approwval.

PROBATE CODE § 23l:

The amendments appear to acccrmplish'thni‘air purpose and, we belleve,
are desirsble.

We regret that circumstances prevented ws from submithing our comments
sconer on this matter. If we can be of further assistance, please contact us.




Mr. John H. DeMoully “Fn April 29, 1966

Ve will appreciste receiving any subsequent msterials or drafts
prepared in commection with this subject.

Very troly yours, :
ALAY CRANSTCN, STATE CONTROLLER

7 y
-:?g!;::%"ﬁt{d.f,‘f /; . @d%/

“Samuel J. Cobd, Chief
Bivision ¢f Accounting

By
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[!lhn Fran Sﬁg@ﬁﬁt&@ State Iegislation 1966, developad by the Comeittes
of Jtate Officisiy ob Sugpasted Stete Legislation of the Council of State
Govermmmts, pages 42-4S. /

The Bsclwet Commates of the National Mmiam ol Atorneys
Cloparal had had ag » mejor Held of futerest the development of an U~
clelmed Progerty Campact, work on which was suspended two years
agn w awalt the cutoome of Texag v, New Jersey.

At leant fuur out of eviary five Btates now have fairly compre~
hensive eaclabined property stattes, and some of the remaining jurig-
dicttons have showr tocent imevest in legisiation of tuis type, The
jden that property whilch bag become unclaimed ox abandoned should
<oine ioto the poasession of the state can now be cosgidered well es-
tabiighed. The privite boldir of funds or other property te which he
Las wo clefm of his owm but which 15 in his hands only because the
rightful ownst 1s urknown of cannot he found ts not generally regarded
48 the proper hersen i benefis from it. Consequently, statutes now
poovids o most jurksdictions thay, after a fized psriod of years, such
propesty ie to be delivered Ito the custody of the state, These stat-
utes ate of two types, cudtodial sod eschest. The former type pro-
vides that the state acts caly 29 custodian and thar, if st any time In
the: fugure, the permon enritled to ths propexty sppears and makes
laloe, the smats wiil pay the property o 18 equivalent over. The true
eacheat atatate, on e otber hand, provides that after a specified
pering the proparty ielongs to the state, While the differences ba-
twees these two uppocaches and their vesulis are notzhie, the gver~
viding {nce t& thow moat of the property deiivered to the staty under
either type of unclaimed property statxe cemaing in the hands of the
state and is svnilabily o wrgment public Tevenues. .

I in proboble that fn most instances the spplicedton of any of the
seperal vecogmized miles {or determining which state 12 entitled to take
unclnimed propecty yields the same resalt. However, in enongh ine
sances to De of firgt-rate importasce, theve is the possibilivy of ciatm
bar maere thas one winee, The inst kwown address of the paragn antided
b0 the property oay oo in om stere, while the sttt in which the holder
is invoxporated may he another state. Or & varieiy of other circum-
Haacoh raay produce more i one state whoss uncleimed property
1aw contd coma Lt ploy,

Some yeard age the munbar of actual interstaok sgpects of the
unclaimed property situation waeé relatively small because onky & fow
states had uncluimed propercy laws, But such is no longer the case,



£onscquently. the devision in ‘Western Union Telegraph Co. v. Com-
moaweaith of Pennsylvania, 368 U. 5. 71 (1961} was particularly un-
Tatiing. Ibe clear import of thet case was that in cirenmstances
«hcEe more than ope state might be able te claim the property, 1o
state might be abie t take, at least not without costly and time con-
surming litigation in the United States Supreme Court. The reason ad-
vanced by the Court was that a state could not take the property unless
it could assure the holder that the claims of ail other states would be
fareclosed,

The logic of this sttustion appeared to point to an interstate
agresment a8 the most likely means of emablishing Tules that would
produce & single state claimant in particular situstions, Accordingly,
work on an Unclaimed Property Compact began. The National Assocl-
ation of Atierpeys Gencral was involved fromn the outset, and ultimatel:
came to play the principal role in the drafting of the compact.

While the work wae in progress, the case of Texas v, New jerser,
£5S.Cr. 626 {1965) arcse, and some slates thought it appropriate to
awat the outcome of that litigation before proceeding with the compact .
Since the litigation was decided early in 1965, the Escheat Committee
of the Nationnl Associstion of Attorneys General resumed its work.

Since the principle of "iast known address” is favored in the stat-
utes of most states, and because the Supreme Court in Texas v. New
lersey adopted it as the primary test, the Unclaimed Property Com-
pact also establishes “last known address” as the first reliance for
state entjtlement to unclaimed property which is both personal and in~
tangibie. With respect to real property and tangible personalty, the
compact codifies the genexally accepted rule that the eatitled juris-
diction is the one in which the property is situated. The compeact also
makes provision for situations in which the application of the primary
test does not yield an evritled state. State of incorporstion and princi-
pal office of the holder are ugded, in that order,

While the compact follows the decision of the Supreme Court in
basic respects, it is a neceSsary supplement to and, in some instanced,
carrective of Texas v, New Jersey. That case opened up the prospect
of contipning litigation over unclaimed property transactions prior to
February 1, 1965 (the date on which the case was decided). i also
indicated that further litigation of an unsectling nature might Tesult
from subsequently enacted swte statutes. The compact would provide
necessary finolity and stability in these respects, without the need for

.




Htigadon, By setting up a reasonably complete set of rules for deter-
mining entitement to unclaimed property in cases of multiple state
claims, the compact could bring order foto the fleld and asstst all
étates to secure unclaimed property to which they are entitled,

The compact would go into effect on adoption by the first two
atates, It is gpen to joinder by all states, the District of Columbia, °
the Commonwealth of Puerto Rice and Territories and Pogsessions of
the United States. Of course, the compact seeks to affect only rights
as among the party states and so will grow in effectivencss as the mum-
her of parties increases, )

Sugyrested Legisiation

[ Title should conform to state Yequirements. The follow- Ry
ing is a2 supgestion: "An Act entering into the Unclailmed e
Property Compact, and for related purposes. ] G

C {Be it enacted, etc.)
Section 1,
The Uncleimed Property Compact is hereby enacted into 1aw

and entered into with all other jurisdictions legally joining there-
in in the form substantially as follows:

[0 -

UNCLAIMED PROPERTY COMPACT

{At this point insext the sxact texx of the Unclaimed
Propexty Compact as set forth-on the pages following
_ this model enabling Act. The text of the compact
o should be enacted in identical language by all ratify-
ing states.) ) '

Sention 2.

The [atate ggency administering unclaimed property laws ]
ey enter NG any agrecments nect8sary or appropriate to co=
eperate with anothex state or states snd sharing of costs purau-
ant ta Article I {c) 2 of the compact, or for the assumption of
bearing of costs pursuant ro Article IV thereof,

Ao WD RS e
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Secting 3.

1 With reference io this State snd a8 used in Article VHI of the
Z  compact, the term “executive head” shall mesn the Governor,
.
Section 4. '
1 [insert effective date. 1

TEXT OF THE UNCLAIMED PROPERTY COMPACT
ARTICLE 1

Purposes

it is the purpose of this Compact and of the states party here-
ta;

{a) To eliminate the risks and iugonvenience to which holders
of unclaimed property may be subject by reason of actual ar pos-
sitle claims thereto or to the custody thereof by mare than one
state,

(b} To provide a uniform ang equitable set of standarda for
the determoination of entitiement to recetve, hold and dispose of
unclaimed property.

10 (¢} To provide methods whereby the party states may co-
11 operare with ezch other in the digcovery and taking possession
iZ2  of uncdaimeg property.

DO wl O g G B ke

ARTICLE I
Definitions

As used in this compact, the term:. - %

{2} "Unclaimed property” means any property which under s
the laws of the appropriate state is subject t¢ delivery to that |
State for its use or gustody by reason of its having been un-
ciaimed or absndoned fur such period a3 the laws of that state
may provide,

(b} “Bolder” means any obligor or any individual, buginess
assoctation, government or subdivision thereof, public corpora-
tion, public suthority, estate, trust, two or more persons hav-
ing 2 joist of comman interest, or any other legal or commer-
cial entity having possession, custody or control of unclaimed
property. . .

bl
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{c) "Staie” means & state of the United Ststes, the Distriet
of Columbis, the Commanwealth of Puerto Rico, or u territory
or possession of the Unired States .

ARTICLE 1t

Determimation of Endtiement to
Unclaimed Froperty

{a} Only the atate in which unclaimed regl property or un-
claimed tangible personal property is located ghall be entitied
te receive, hold and dispose of such property in accordance with
itg laws,

(i3 In the case of unclaimned property the disposition of which
is not determined by the application of paragraph {a) of this
Article, and the halder of which property is subject to the juris-
diction of only ong state, that state and no other shsll be en~
titled to receive, hold and dispose of such unclaimed property
in aceordance with i3 laws.

{cj In respect of 21l vaclaimed property the digpasition of
wiich is not detevniined by the applicatlons of paragraphs (a) ox
{b} of this Article, eatiti¢ruent shall be determined as follows:

L. The state in which is located the last known address of
the person entitled to the property shall be entitted 10 receive,
hold and dispose of the game in accordance with its laws. The
last known address shall be presumed to be that shown by the
records of the holder,

2. If the identity of the persen entitled is unknown; if no
address for the person sufficient to meet the requirements of
subparagraph 1 of this paragraph is keown: or if the laws of the
state of lasr known address do not subject the property in ques-
tion to taking, the state under whose laws the holder is incor-
porated {if the holder i3 a corporation) or organized {if the holder
is an association or artificial eneity other than 4 corporation),
or the state where the hiolder ig demictied {if the holder is a
naturs) person; shall be entitled to receive, hold and dispose of

- the same in accordance with its laws, I the holder i8 incox-

poxated oy oypanized under the laws of more than one party state,
such pariy states shall be entitled to take equal shares of the
property covered by this paragraph. In such event, each shall
bear o proportionste share of the costs of the taking,

3. I the dispogition of any unclaimed property is not de-
termined by application of any preceding provision of this Article,
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ithe state in which is located the office of the holder making the
iargest total disbursements within its immediately preceding
[iscai year shail be entitted to receive, hold and digpose of the
property in accordance with its jaws,

4. Whenever unclaimed property hzs been taken by &
party state in accordance with this paragraph, within one year
from the raking of such property, or within one year from the
earliest time at which another party state would have been en-
titled to take the property in guestion pursuant to itz unclaimed
property laws, whichever date is later, any party state shall be
entitled to establish the identity and last known address of an
entitled person previously thought to be unknown, or to establish
a later known address for an entitied person, Upon such estab-
lishment, and on the basis thereof a party state shzll upon de-
mand be entitled to receive the property from the state initialiy
taking the same and to hold and dispose of it in accordance with
ite laws. This subparagraph shall not apply te a claim made by
# state under a statute enacted subsequent to the time when the
initial state took the property.

ARTICLE IV

Cooperation

The party states pledge to each other fatthful cooperation in
the administration of their respective uuclaimed property laws.
To this end, a party state shall, upon the request of any other
party siate, make available to any such state any information
which it may have in its possession by reason of it3 administra-
tion of its own unclaimed property laws, unlegs disclosure
thereof is expressiy prohibited by the laws of the party state of
which the request is made. Unless the party states concerned
otherwise agree, the party state making 2 reguest for informa~
tion pursuamt to this Article shall be entitled to receive it onty
by bearing such costs as may be involved in furnishing the in-
formation requested.

ARTICLE V
State Laws Unaffected in Certain Respects

Each party stete may enact and continue in force any statute
not in conflict with this compact and may employ the eacheat,

o
i
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cugtodial, or any other prisciple in respect of unclaimed prop-
erty.

ARTICLE ¥{
¥imalicy

Bxcept as provided in Acticie Y fct 4:

b, HNe enclaimed property escheated or received into the

custody of a party gtate, prior to February 1, 1965, pursuant

To its laws shall be subject to the subsequent claim of any ather
party state, and the enactment of dis compact shail constitite
& walver by the enacting state of any such claim.

2. No unclaimed property escheated or Teceived into the cus-
tody of a party state or ar after February 1, 1965 shall be sub-
ject 1o the subsequent claim of aay other party state, and the
=nactment of this commpact shall constitute a wasver by the en-
acting state of sny guch claim: provided that such taking was
consistent wiih the provisions of this compact.

ARTICLE VII
Exrent of Rights Determined

The ooly rigits determined by this compact shall be thoge of
the party states. . With respect to any non-party state, an as-
sertion of jurisdiction to receive, hold or dispose of any un-
cleited property made by a party state shall be determined in
the Same manuer and on the same basis as in the absence of this
compact, In any situstion lovolving mulriple claims by states,
both party and non-party, the stundards contained in this com-

. pact shall be used to determing enritlement only as among the

pariy statey. With respect to the claims of any non-party state
any comrrgwersy shall be determined in sccordance with the law
as 1t raay be i the absence of this compact, The enactment of
this compact shall not constitute a waiver of any claim by a party
State ad against 3 non-party state.
ARTICLE Vil
Enry Inte Ferce and Withdrawal

This campaet shall enter into force and become binding as to

-‘? -



TN 00 w3 O e L B

—

WO OO0 ] O N G B e

any state when it has enacted the same into law. Aay party state
may withdraw from the compact by enactiog a stabite repealing
the same, but no such withdrawal shall take effecr until two years
after the executive head of the withdrawing state has given notice
in writing of the withdrawal to the executive head of each other
party state. Any unclaimed property which a state shail have
received, or which it shall have become entitled to recelve by
operation of this compact duting the period when such state was
party hereto shali not be affected by such withdrawat,

ARTICLE IX
Cuonstruction and Severability

This compact shall be liberally construed so as to effectuate
the purposes thereof. The provisions of this compact shall be
severabie and if any phrase, clause, sentence oxr provision of .
thig compact ia declared to be contrary to the constitution of any
parry state or of the United Statea or the applicability thereof to
ahy gUVErninent, agency, person or circumstance is held in-
valic, the validity of the remainder of this compact and the ap-
plicability thexeof 1o any govermment, agency, pPerson or cir-
cumstance shail not be affected thereby. If this compact shall
be held contraxy to the constitution of any state party thereto,

- the compact shall remein in tull force and effect as to the re-

maining states and in full force amd effect as to the state af~
fected as to all severable matrers.

«»8 -



TERTATIVE RECOMMENDATION
of the
CALIFORNIA LAY REVISION COMMISSION
relating to

THE ESCHEAT OF PERSONAL PRCPERTY

Although the ancient concept of escheat that existed at common law
was scwewhat cCifferent, escheat is now considered generally to be the right
of the goverrment to claim proverty that has no owner., Note, 61 COLUM, L.
REV, 1319 (1961). Under this modern concept of escheat, there are two ' .
cleases of property that are usually subjected to .o state's escheat claims.
First, many states claim by escheat property that has been abandoned by its
owner. Second, virtually all states claim by escheat the property that
belonged to a person who died without heirs. California's escheat statutes
have provided for the escheat of all property in the second category and for

the escheat of certain classes of property in the first category. BRecent

decisions by the courts, however, have rendered the existing California statutes

inadequate to deal with the problems that exist in this field. The statutes
claim escheat rights that this state cannot lawfully assert, and they do not
provide for the assertion of eacheat rights that the state is entitled to
assert.,

Escheat, of Abandoned Property

In 1959 the Uniform Disposition of Unclaimed Property Act was enacted in
California as Chapter 7 (commencing with Section 1500) of Title 10 of Part 3
of the Code of Civil Procedure., The act provides a comprehensive scheme for
(:: the reporting to the State Controller and the subsequent delivery of variocus
kinds of unclaimed perscnal property. The Uniform Act replaced a less
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comprehensive scheme for the escheat of various kinds of personal property.
For the most part, the Uniform Act applies to intangible property--wages,
bank deposits, dividends, corporate shares, etc, The act applies also to
some forms of tangible personal property, such as that found in safety deposit
boxes, The Uniform Act provides generally that if the owner of such property
has failed to claim it for a specified period of time, the holder is required
to report this fact to the State Controller, Subsequently, after due notice,
the property is transferred to the -custody of the State Controller who then
holds the property subject to any claim the true owner might make. The
property subject to the Uniform Act is limited to that held by persons doing
business in this state or otherwise subject to the Jjurisdiction of this state.
Since the enactment of the Uniform Act the United States Supreme Court

decided Texas v. lew Jersey, 379 U.S. 674 (1965). 1In Texas v. New Jersey.

the Bupreme Court held that only one state has the power to escheat intangible
rerscnal property., If thke holder of the property is subject to the juris-
diction of more than one state, the holder cannot be subjected to escheat
claims by more than one state. The Supreme Court rejected s contention thet
the right of a state to escheat intangible property should be based upon the
state's jurisdiction over the holder of the property. Instead, the Bupreme
Court held that intangible property should escheat to the state of the last
known address of the owner of the property as shown on the books and records
of the holder., If the books and records do not reflect an sddress of the
owner, the Supreme Court held that such intangible property may be escheated
by the state where the holder is domiciled; but, in such a case, if another
state later proves that the actual last address of the owner was within its
borders, that state may then assert a claim to the property and recover it
from the state that originally escheated it. If the state of the last known
address of the owner as shown by the books and records of the holder dees

not provide for the escheat of abandoned property, the Supreme Court held
-2
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that the state where the holder is domiciled may escheat the property; but,
if the state of last known address later enacts a law providing for the
escheat of such property, that state may then claim the property and recover
it from the state that originally escheated it.

The rules laid down by the United States Supreme Court are quite
incongistent with the statutory rules contained in the Uniform Disposition of
Unclaimed Property Act, The Uniform Act is based upon this state's juris-
diction over the holder. The United States Supreme Court has made it clear
that this state has no right to escheat much of the abandoned property that is
held by holders who are subject to the jurisdiction of the California courts,
On the other hand, California has the right to escheat much abandoned
property in the hands of holders who are not subject to the jurisdiction
of the California courts, but the statutory provisions of the Uniform Act
do not provide for the escheat of such property.

Accordingly, the California Law Revision Commission recommends a compre-
hensive revision of the Uniform Act to bring it into harmony with the phited

States Supreme Court's decision in Texas v, New Jersey., The statute should be

revised so that California no longer claims the right to escheat property that
is not subject to escheat by California under the rules laid down by that
decision. The act should also be revised so that California nay assert the
escheat claims that it is entitled to assert under the rules laid down by the
Supreme Court.,

then the Uniform Act was enscted in 1953, it superseded statutes that
provided for the permanent escheat of abandoned property. The superseded
statutes provided that after a requisite period of time and due notice to the
owner, the title to the abandoned property vested ebsslutely in the state and
the owner's claim was forever barred. The Uniform Act does not provide for

such permanent escheat. Under the Uniform Act the Controller may never close
-3~




his bocks upon the property delivered to him under its terms. The owner or
his descendants or successors msintain a perpetual right to claim the property.
The Law Revision Commission recommends that tihe fet be revised to again
provide for the permanent escheat of abandoned property after proper notice
and opportunity to claim the property has been given to the owner of the
property.,

Before Texas v. Hew Jersey was decided, the National Association of

Attorneys General had begun work on an unclaimed ‘property compact designed
te resolve many of the problems between the signatory states that were

resolved by the Supreme Court in Texas v. New Jersey. After Texas v. New

Jersey was decided, the Association continued work on a compact. The compact
that has been prepared by the Association is designed to provide rules to
govern those situations involving more than one state where the rules set

forth in Texas v. New Jersey do not necessarily yield a single escheat

claimant. The compact is also designed to settle the status of rroperty that

was unclaimed prior to the date that Texas v. New Jersey was decided (February

1, 1965),

The Commission recommends that this state join in the compact. The
compact, by setting up a reasonably complete set of rules for determining
entitlement to unclaimed property in cases of multiple state claims, will bring
order into the field and assist this state as well as other states that become
sigratories to the compact to secure unclaimed property to which they are
entitled.

Escheat of Property Upon Owner's Death Without Heirs

Probate Code Section 231 provides that if a decedent leaves no one to
take his estate or any portion thereof under the laws of this state, the same

escheats to this state at the death of the decedent, In Estate of Nolan, 135

Cal. App.2d 16, 286 P.2d 899 (1955), the court held that the rule stated in




Section 231 is subject to the rule stated in Section 946 of the Civil Code,
to wit:

If there iz no law to the contrary, in the place where personal

property is situated, it is deemed to follow the person of its

owvner, and is governed by the law of his domicile,
Applying Section 946, the court held that a California bank account owned by
a Montana domiciliary who died without heirs escheated to the statz of Montana
and not to the state of California. The rule stated by the court is breoad
enough to apply to all personal property, including tangible personal property
located in California.

Other states have not been as solicitous of California's escheat claims

as the Califarnia court was of Montana®s escheat claim in the Nolan case. In

In re Rapoport's Estate, 317 Mich. 291, 26 N.w.2d 777 (1947), and in In re

Menshefrend's Estate, 283 App. Div. 463, 128 I,Y.S.2d 738 (1954}, it was held

that bank accounts located in Michigan and New ¥York that belonged to California
domiciliaries who died without heirs escheated to Michigan and New York
respectively, and not to California. Thus, under these decisions, California
gurrenders whatever right it has to escheat personal property located within
California or in the hands of a holder located in California when the owner dies
domiciled elsewhere, and California is powerless to claim the escheat of property
located elsewhere that belongs to California domiciliaries who die without heirs.

Tt is impossible to determine what  effect Texas v, New Jersey, 379 U.B.

674 (1965), may have on the results reached by the California, Michigan, and
New York courts. The situation presented to the Supreme Court in Texas v.

New Jersey involved property which was merely unclaimed. No one knew what had
happened o the owner., He had merely disappeared or had failed to claim what
was his, The California, Michigan, and New York courts were concerned with
property belonging to a known decedent. In each case, the administrator of

that decedent was asserting a claim to the property. There was no dispute
..5..
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in each case as to the domicile of the decedent, although the last known
address of the decedent from the books and records of the holder may well
have differed from his last actual address. It is possible that when o
decedent's estate is involved the Supreme Court may not require distribution
of the property to the state of the last known address according to the books
and records of the holder where that last known address is clearly neither
the domicile ner the last address of the owner., It is possible, too, that

there may be other departures from the Texas v. lew Jersey rules occasioned

by the fact that facts concerning the last owner are reasonably ascertainable.
Because it 1s impossible to determine what rules the United States

Supreme Court will develop to deal with property of persons dying without heirs,

the Law Revision Commission recommends that Section 231 of the Probate Code

be revised so that California will be entitled to assert an escheat claim to

any property it may be entitled to escheat under whatever rules the United

States Supreme Court develops. The statute should be amended s> that this

state no longer loses the property of both domiciliaries and nondomiciliaries

in every case where there is more than one state interested in the situation.

The recommendations of the Law Revision Commission would be effectuated

by the enactment of the following legislation:’




An gct to amend Sectioms 1300, 1500, 1501, and 1614 of, to oum

ber Sectiers 15C2,. 150hL, 1506, 15C7, 1508, 3sa0, 1511, 1512, 1513,

.. A5k, 1515, 1516, 1517, 1520, 1521, 1522, 152k, 1525, 1526, and 1527 of,

to amend the heading of Chapter 7 (commencing with Section 1500)

of Title 10 of Part 3 of, to add & new article heading immediately

preceding Section 1500 of, to add Article 2 (commencing with

Section 1510) to Chapter 7 of Title 10 of Part 3 of, to add

Sections 1512 and 1514 to, to edd a new article heading immediately

preceding Section 1510 (remumbered Section 1530 by this act) of,

to add Article 4 (commencing with Section 1540) to Chapter 7 of

Title 10 of Part 3 of, to add Section 1542 to, to add Article 5

{commencing with Section 1550) to Chapter 7 of Title 10 of Part 3

of, 1o add & new article heading immedistely preceding Section

1513 {renumbered Section 1560 by thie act) of, to sdd & new

article heading immediately preceding Section 1515 (remumbered

SBection 1570 by this act) of, to add Sections 1571, 1572, and

1573 to, to add a new article heading immediately preceding

Section 1525 (renumbered Section 1580 by this aet), of, and to

repeal Sections 1503, 1505, 1509, 1518, 1519, and 1523 of, the

Code of Civil Procedure and to repeal Section 3081 of the

Civil Code, relating to unclaimed property.

The people of the State of California do enact ae follows:




SECTION 1. Section 1300 of the Code of Civil Procedure is
amended to read:

1300. For the purposes of this title, the following definitions
shall apply:

1t

(a) "Property," unless specifically qualified, includes all
classes of property, real, personal, and mixed,

(b) "Unclaimed property,” unless specifically qualified, means
all property which is unclaimed, abandoned, presumpiively-abandenedy
escheated, permanently escheated, or distributed io the state, or
which, under any provision of law, will beccme unclaimed, -abandoned,
presupptively-abardenedy escheated, permanently escheated; or
distributed to the stete, or to the possession of which the state 1s
or will become entitled, if not claimed by the person or pérsons
entitled thereto within the time allowed by law, whether or not there
has been s judicial determination that such property is unclaimed,
abandoned, prestmptively-obenderedy escheated, permanently escheated,
or distributed to the state 3;-bub-such-term-does-net-inelude-propersy
vwhiech-is-subject-to-eseheat-under-the-provisions-of-an-net-entisled
"An-get-velating-to-the-rightey-povwers-and-disabilities-of-aliens
and-sf-eertain-ecHpanies; -asgoeiations-and-eorperations with -respees
%o property-in-this-siate; providing-for escheate-im eevbain-easesy
pregeribing-proeedure-thereiny-requiving-reporba-of eertain-property
keldinge-$o-faeilitate-the enforesmens-of-this-aety preceribing ponaliies
fer-vielakisn-of the-pre?isiens-hereef3Qané-repealing—all aets-or-paris
of aets ineonsisteni-or in-eonflied herewith,'-approved by eleeteras

Hovember-25 -19205 a& amended .
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(c) “Bscheated;! "Escheat," unless specifically gualified,

means ~“title te-which has-vesited-im-the Ssate;Y the vesting in the

state of title to property without a knowmn oyner, whether by judicial

determination or by operation of law, subject 5 hewevexy to the
right of claimants to appear and claim the escheated property or any

portion thereof ;-as-provided-im-this-title . When used in reference

to the law of another state, "escheat" includes the transfer to the

state of the right to the custody of such property.

(d) YPermenently-esecheated! "Permanent escheat" means "title-$e

vhich has-vested-abseiutely-in She-State! the absolute vesting in the

state of title to property without a known owner, pursuant to judicial

determination y-pursuani-to-a-preeecding-of-escheat-as-provided-by
Chapter-5y-er-pursueni-te or by operation of law, after-the-perisd
has-elgpaed—éuring-whieh-elaimante-may-sppear-aaé-elaim-the-prepertyg

v-aBy-porbion-thereof;-as-previded-in-this-$itle and the barring

of all claiws to the property by the former owner thereof or his

successors .
(e} ‘“Controller" means the State Ccntroller, and "Treasurer"

means the State Treasurer,

Comment. BSection 1300 is amended to permit more convenient use of

the defined terms in Chapter 7 {commencing with Section 1500) of this title.

The term "presumptively sbandoned" has been deleted from subdivision (b)

because 1t is no longer used, as it formerly was, in the substantive provisions

relating to the escheat of abandoned property. The reference to the initiative

act approved in 1920 has been deleted from subdivision (b) because it is

obsolete, The act referred to was declared unconstitional {Sei Fujii v.
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State, 38 Cal.2d 718, 242 P.2d 617 {1952)) and has been repesled
{Cal, Stats, 1955, Ch. 316, §§ 1-2, p. T67; Cal, Stats. 1957, p. cxoexvii).
The definitions in subdivisions (c) and {d) have been broadened to
include escheats under the law of other states as well as escheats under
the law of this state; for under Section 1510, the right of California to
escheat certain intangible property depends on whether such property is
subject to escheat under the law of another state. Under the laws of
some states, the right to the custody of abandoned property vests in the
state after the property has remalned unclaimed for a requisite period
of time, but the state never acquires the technical title to the property.
The revised definition in subdivision {¢) mekes it clear that this transfer

of the right to custody is embraced in the term "escheat.”
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SEC, 2. The heading of Chapter 7 {commencing with Section 1500)
of Title 10 of Part 3 of the Code of Civil Procedure is amended to read:

CHAPTER 7 UNIFGRM DISPOSITION OF UNCLAIMED PROPERTY AGT LAW

SEC. 3. A new article heading is added immediately preceding Section

1500 of the Code of Civil Procedure, to read:

ARTICLE 1.,  SHORT TITLE AND DEFINITIONS

SEC. 4. Section 1500 of the Code of Civil Procedure is amended
to read:

1500, This chapter may be cited as the Uriferm Disposition of
Unclaimed Property Ae% Law . None of the provisions of this chapter
shall apply to any type of property received by the state under the

nrovisions of Chanters 1 to #, ineclusive, of this title.

Coument, Thia chapter has been substantially revised in order wo
harmonize its provisions'with the recent decision of the United States Supreme

Court in Texas v. New Jersey, 379 U.S. 674 {1965). The short title of the

chapter has been revised, therefore, to reflect the fact that the chapter is
no longer substantially the same as the Uniform Disposition of Unclaimed
Property Act promulgated by the Commissioners on Uniform State Laws.

Although the provisions of this chapter dc not apply to any type of
property received by the state under Chapters 1-6 of this title, certain
provisions in those chapters apply to this chapter. For example, Section
1300 provides that its definitions apply throughout this title. Therefore,
the definition of "escheat" and “permanent escheat" that appear in that section

govern the construction of this chapter as well as the construction of the

other chapters in this title.
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S8EC. 5. Section 1501 of said code is amended to read:
1501. As used in this chapter, unless the context otherwise

requires:

(&) "Banking organization" means any national or state bank,

trust company, banking company, savings bank or institution for savings ,

safe deposit company, es-a private banker epgaged-in-business-in-this

Etate , or any simllar organization .

(b) "Business association" means any corporation (other than a
public corporation sw-udidity), Joint stock company, business trust,
partnership, or any association for business purposes of two or more

individuals , including, but not by way of limitation, a hanking

organization, financial organization, and life insurance corporation .

(¢) "Financial organization" means any federal or state savings

and loan association, building and loan association, credit union, e¥

investment company engaged-in-businese-in-thip-Skate , or any similar

organization .

(d) "Holder" means any perscn in possession of property subject
to this chapter belonging to another, or who is trustee in case of a
trust, or is indebted to ancther on an obligation subject to this
chapter.

(e) "Life insurance corporation” measns any assoclation or corpora-
tion transacting within-ikis-Stase the business of insurance on the
lives of persons or insurance sppertalning thereto, including, but

not by way of limitation, endowments and anmiities.
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{£) "Owner" reans a depositor in case of a deposit, a béneficiary
in case of a trust, or creditor, claimant, or payee in case of other
choses in action, or eny person having a legal or equikahle interest
in property subject to this chapter, or his legal representative.

{g) "Porson" moans any individual, business association,
government or political subdivision, rublic authority, estate, trust,
two or more perscns having a joint or common interest, or any other
legal or commercial entity stker-thai-apy-public-eerporatisn-or
ukilidy ,

(h) "Utility" means any perscy who owns or operates within
$his-Ssa%e , for public use, any rlant, equipment, property,
franchise, or license for the tratsmission of communications or the
production, storege, transmissior, sale, delivery, or furnishing of
electricity, water, steam, or s,

Comment. The definitions i3 Bection 1501 have been revised to reflect
the fact that the revised chapfer applies to persone in other states who are
holding pruperiy Pelonging t another. All of the definitions have been
revised, therefore, to elimnate ahy requirement that such persons be engaged
in business in Celifornig.

The 1igting of cergelr 2dditional organizations in subdivision {a) ie
intended to be clarifring and to eliminate whatever doubts there may be that
the mentioned organisations are covered by the subdivision.

The reference 0 "utility" has been 9eleted from subdivision (b) as
unnecessary in light of subdivision (d) of Section 1582, vhich is added by
this statutory revision.

The words "federsl or state" have been added to subdivision (c) to eliminate
any uncertainty concerning whether all such orgonizations are covered by the
chapter.

The reference to "amy public corpo-ration or utility" bas been deleted

from subdivision (g) as unnecessary in the light of Section 1562.
-13-




SEC. 6. Article 2 (commencing with Section 1510) is added to
Chapter T of Title 10 of Part 3 of said code, to read:

ARTICLE 2. ESCHEAT OF UNCLAIMED FERSONAL PROPERTY

1510, Unless otherwise provided by statute of this state,
intangible personal property escheats to this state under this chapter
if the conditions for escheat described in Sections 1511 to 1517,
inclusive, are satisfied, and if:

(2) The last known address of the owner appearing on the records

of the holder is in this state; or

(b) WMo address of the owner appears on the records of the holder,
and the holder is (1) domiciled in this state, or (2) a court of this
state, or (3) a federal court within this state, or {4) a publie
corperation, public authority, or public officer of this state or a
political subdivision thereof; or

{(c) The last known address of the owner appearing on the records
of the holder is in another state, and such other state makes no
provision in its laws for the escheat of such property, and the holder
is (1) domiciled in this state, or {2) a court of this state, or (3} a
federal court within this state, or (4} a public corporation, public
authority, or public officer of this state or a political subdivision
theyeof.

Comment. Section 1510 describes the types of abandoned intangible property
that this state may claim by escheat under the rules laid down in Texss v.

New Jersey, 379 U.S. 674 {1965). The United States Supreme Court held in
~1h-
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that case that intangible personal property that has been abandoned by

its owner is subject to esecheat only by the state of the last known address
of the owner as indicated by the books and records of the debtor. Where
the books and records of the debtor do not provide a record of the owner's
last address, the Supreme Court held that the property is subject to
escheat by the state where the debtor is domiciled. If the state of the
owner's last known address does not provide for escheat, the Supreme Court
held that the state of the debtor's domicile could escheat the proPerty;
subdivisions (a), (b), and (c) of Section 1510 state these rules with
some particularity. They will change the existing California statutory
law and will provide a statutory basis for this state's assertion of any
escheat claim that it has the power to make under the rules laid down by

the United States Supreme Court.
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SEC, 7. ©Section 1502 of said code is renumbered and amended

to read:

1562 1511, Subject to Section 1510, the following property

held or owing by a hanking-er-fineneial-erganisaktien-s¥ business

association isz-presumad-akandened eschests to this sta@e :

(e} Any demand, savings, or matured time deposit made in-this
sbate with a banking organization, togetber with any interest or
dividends thereon, excluding any reasonable service charges which

may lawfully be withheld and which do not (where made in this State)

exceed those set forth in schedules filed by the banking organization
from time to time with the State Controller, unless the owner hasg,
within 15 years:

(1) Increased or decreased the amount of the deposit, or presented
the passbook or other similar evidence of the deposit for the crediting
of interest; or

(2) Corresponded in writing with the banking organization concerning
the deposit; or

(3) Otherwise indicated an interest in the deposit as evidenced
by a memorandum on file with the banking organization.

{b) Any funds paid in-4his-State toward the purchase of shares
or other interest in a financial organization or any deposit made
therewith in-this-8iase ,and any interest or dividends thereon, excluding
any reasongble service charges which may lawfully be withheld and which

do not (where paid or made in this state) exceed those set forth in

schedules filed by the financial organizacion from time to time with

the State Controller, unless the owner has 2 within 15 yeers:
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(1) Increased or decreased the amount of the funds or deposit,
or presented an sppropriate record for the crediting of interest or
dividends; or

(2) Corresponded in writing with the financial organization
concerning the funds or deposit; or

(3) Otherwise indicated an interest in the funds or deposit as
evidenced by a memorandum on file with the financial erganizaticn.

(¢} Any sum payable on any travelers check # lsmed #n-this
State by a2 business association meirtaining-its-prinetpai-plase-of
pusiness-in-this-States-er-isswed-ip-this-State-by-a-banking-er
£iraneial-organizationy that has been outstanding for more than 15
years from the date of its issuance, unless the owner has within 15
years corresponded in writing with the business assoclation e»-barking
sr-firuneial-orgenisatien concerning its, or otherwise indicated en
interest as evidenced by a memorandum on file with such erganisatien
o¥ association,

(d}) Any sum payable on any other written instruments izgped in
$hig-Btate on which a banking or financial organization is directly
lisble, including, by way of illustration but not of limitation, drafts,
certified checks, and money orders, that has been outstanding for more
than seven years from the date it was payable, or from the date of its
issuance if payable on demend, excluding any charges that may lawfully
be withheld, unless the owmer has within seven years corresponded in
writing with the banking or finencial organization concerning it, or
otherwise indicated an interest as evidenced by a memorandum on file

with the banking or financial organizgtion.




(N

-

(e) Any funds cash or other tangible personal property

located in this state, and any intangible personal property ,

$angible-or-intangibley after discharge of any lien or liens for
storage charges, removed from a safe deposit box or any other
safekeeping repository or agency or collateral deposit box dn-shia
Ftate on which the lease or rental pericd has expired due to
nonpayment of rental charges or other reason, that have'g_gg been
unclaimed by the owner for more than seven years from the date on
which the lease or rental period expired.
Heothing-in-thie-seesion-shall-be-eonsirued-4o-relate-to-any
instrument-held-oy-payabie only-suteide-ithe-limise-of-the-Unised
Biates-or-poyable-enly-ir eurreney-ether-than-Urited-S4ates-eurroncyy

Hor te-any funds-held-eniy-ir er-payable-snly-in-a-foreiga-geountyys

Comment, -Section 1511 is substantislly the same as former Section 1502.
The revisions made to the section make the seotion applicable to property
held by out-of-state businesses as well as property held by businesses

within this state.




SEC, B. Section 1503 of said code is repealed.

1503, .-{a) -Unclaimed funds,-as-defined in-this-seetien;-held
and-ewing-by a 1ife jneuranee-corperabien- shatl-be-presumed-abandened
4F-the last-knewn address;-aeeording-te-the-reeords-eof-the-eorporationy
sf-the-pergen-entitied-to-the-funds is within this-Btates--If a-persen
ether-than-the ingured-or-apnuitant-ig-entibled-to-the-funds-and-ne
address-of saeh—persen-is-knewnute-the-eerparatian-er-if—ie-is—nat
definite-and-certain-fram the-reeords-of-the-corperatien-what-person
$5-entisied-to-the-funds,-it-1s presumed-that the-last knewn-address
of the-pergen-entitled-to-the-funds &8 she same-as-the-iast-knowr
uddress-ef-the- insured-or-aniuitans-aeceording-to-the-records-of - the
eorperaticny

{b)--"Unclaimed-funds;"--as-used in-this-seetions-means-ail-meneys
held-and-ewing by any }1ife-insuranee-corporation wciaimed end unpaid for
mere than seven-years-after the-menays-become-due-and-payable-as
estabiished-frem-the records-of the-corporation-under-any-iife-or
endowmment - insurance -poticy or anmuity-contract-which-has-matured-or
sarminateds -A-life insurance policy-not matured by-actual-proef-of-the
deoth-pf-the-insured is-deemed-to-be matured-and-the preceeds-thrreof
are-deemed-to-be due-and-payublc-if~aueh-paiicy-wns-in-faree-uhen—the
insured-attained-the timiting-age under-the-mertality-table on-which
the-reuerve-is*baae&;-uniess-the"person~appearing-entitled-thereto has
within-the preceding-seven years;~(1)-assigncd;-readduated;-or-paid
preniume-on the poiiey,-ox-subjected-the policy-te-loany-oF {2}
sorresponded-in writing-with-the-life-insuranss aogporation-eoneerning
thn-policyvm~Mbneys-othgrwise-payﬁble-aﬂaardina-ta-tho~rnanrds-of-the
corporatien_are-dsemnd-dus-and-payable-alﬁhoughutha«policy-or sortract
has-not-besn-surrendered-as.-required.

Comment. Section 1503 1s superseded by Section 1512.
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SEC. 9. BSection 1512 is added Y2 said code, to read:

1512, Subject to Section 1510, any funds held and owing by any
1ife insurance corporation to an insured or annuitant, or other person
entitled thereto, escheats to this state if unclaimed and unpaid for
more than seven years after the funds became due and payable, as
established from the records of the corporation under any life or
endowvment insurance policy or annuity contract which has matured or
terminated. If it is not definite and certain from the records of tle
corporation what person is entitled to the funds, the last known =77i...
of the person entitled to the funds is deemed to the the same as the
last known address of the insured or annuitant according to the records
of the corporation. A life insurance policy not matured by actual proof
of the death of the insured is deemed to be matured and the proceeds
thereof are deemed to be due and payable if such policy was in force when
the insured attained the limiting age under the mortality taeble on which
the reserve is based, unless the person appearing entitied theretec has,
within the preceding seven years, (¢} assigned, readjusted, or paid
premiums on the policy, or Subjected the policy to loan or (b)
ecorresponded in writing with the life insurance corporation concerning tho
policy. Any funds otherwise payable according to the records of the
corporation are deemed due and payable although the policy or contract

has not been surrendered as required.




Comment. Sectlon 1512 1s 1p substance the same as former Section 1503

with such modifications as are necessary to provide for the escheat of

property held by out-of-state 1ife insurerce cerperations.
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SEC. 10. Section 1504 of said code is renwnbered and amended

to read:

3504y 1513. (a) Subject to Section 1510, any dividend, profit,

distribution, interest, payment on principal, or other sum held or

owing by a business association for or to its shareholder, certificate
holder, member, bondholder, or other security holder, or a participating
patrongof a co-operative, who has not claimed it, or corresponded in
writing with the business mssociation concerning it, within seven years

after the date prescribed for payment or delivery, eschegts to this

state, is-presumed-sbandoned-ify

(1)--It—ie-held*ar~ewiag-by»a-basiaess—aaeeeiatiaa-erganised-under
the-1aws-of-or-ereabed-in-thig States-er

§2)--T5-im-held or-eWing-by-a-business -assoeiation-deing-business
in-this-State,»1ne1uding-a-natienal—banking-aasaeiatian,-hut«net
ssgaaised-under—the~1aws—eﬁ-er-ereateé-in—thi=-State;qaad—the-;geards
ef-the-bustness-aseeeiation-indicate-that-she-last-known-address-of $he
person-entitled-thereto-is-in-this-Staies

{v) Subject to Section 1510, any intangible interest in a business

association, as evidenced by the stock records or menbership records
of the association, owmed by & person who has not claimed a dividend
escheated presumed-abardored under subdivision peragraph (2) ef-this
seetien , and vho has not corresponded in writing with the business
assoclation concerning such interest for 15 years following the time

such dividend escheated, escheats to this stste. was-presumed-abapdenedsy

id presumed-abonrdered-ifs
{1}--The business-assceintion-was-organised-under-the-1ave-of-oy

ereated-in-this-States-or
-22.
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EE)—-The~bus§ness—aaseeiatian-is—deing—business-in—this—Stateg
ine}uding-a-natien&l-baaking—asaeeiatieng-but-was-aet-erganised
under-the -laws-ef-or-greated-in-this-Stale;~and-the-recorda-of -the
buginess-agsoeiation-indicate-that-the-lask-kuown-addresg-ef-the
pereson-crtitled-te-such-interest-ig-in-thia-States

For the purposes of this chapter the business association with
respect to such interest shell be deemed a holder.

{c) Subject to Section 1510, any dividends or other distributions

held for or owing to a person at the time the stock or other security

to which they attach beesme -presuniptively-abardoned-are-alse-presumed

abandened escheats to this state also escheat to this state as of the

same time,

Comment. Section 1513 is substantially the same as former Section 150k,
The revisions made to the section are those necessary to provide for the
escheat of property held by out-of-state business associations as well as

business assoclations within this steate.




()

SEC., 11, Section 1505 of said code is repealed.

1505, --AY3-inkangible-persanal-preperty-diskributabie-in the
eourse-ef-a-voluntary-dicselution-of-a-business~assoeiationy-banking
s¥ganizationy-er-finaneial-organisation-srganiced -under~-the-1avws
af-pr-ereated-in-this-Stetey -that-ig-unelaired-by-the-ovwnesr
within-tvwe-years-after-the-date-for-final-diskributiony-in-presuped

sbandoredy

Comment. Section 1505 is superseded by Section 151k,
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SEC. 12. Section 1514 is added to said code, to read:

reads;

151k, Subject to Section 1510, all tangible personal property
located in this state, and nll intangible property, distributable
in the course of a veluntary or involuntery dissolution or liquidation
of a business association that is unclaimed by the owner at the date

of final distribution or liquidation escheats to this state.

Comment. Section 151% is similar to former Section 1505. Unlike the
former section, however, Section 151k applies to tangible personal property
located in this state as well as intangible personal property. Section 1514

(:: also extends the state's escheat claim to property distritutable by any
business association whether or not orgenized under the lawe of this state.
Section 1514 provides that the property escheats at the time of final
distribution or ligquidation of the Ptusiness asscciation's assets. Under
the former section, the state's claim to the property did not arise until
two vears after the date for final distribution. Inasmuch as property
escheated to this state under Section 151k remains subject to the owner's
cleim for several years, there appears to be no reason to postpone the

transfer of the custody of the property to the state.




SEC. 13. Section 1506 of sald code is renumbered and amended
to read:

1666 1515, Subject to Section 1510, all intangible personal

property and any income or increment thereof, held in a fiduciary
capacity for the benefit of another person ia-presumed-abardened escheats

to this state unless the owner has, within seven years after it

becomes payable or distributable, increased or decreased the principal,
accepied payment of principal or income, corresponded in writing concerning
the property, or otherwise indicated an interest as evidenced by a
memorandum on file with the fiduciary 3 .

- £a}--If-the-property-is-held-by-a-business-asseeintiony-banking
erganigabtion;-er-finaneial-eorgenisation-organised-under-the-lawe-of-ar
ereated-in.this-Btates-or

£B)--TP-3%-is heid-by-a-business-assceiaticny--banking-erganizatiocny
e?-finaneial-argaaisatian-Einalaéing~a-national~baaking-assaeiaticn)
doing-business-in this-States-but-not-ergerized-under-the-laws-of-or
ercated in-this-Btate;-and-the-reasrds-of she-businecs-asseaiationy
banking-organisation, ~o¥-firaneial-orgenization-indicate-that-the-lagk
knewn-address-of the. -person-entiiled-thereto-is-in-this States-or

f8)--If.it-iz held-in-this-Shate-by-another pergons

For the purpose of this section, when a basking-organisation-{ineluding
e-Rational -banking-aseeeiakion)y a business association 5 or a person
holds the above described property as an agent for a business association,
such holder shall bHe deemed o hold such property in a fiduciary capacity
for the business association alone, unless the agreement between such &
holder and such a business association clearly provides the contrary.
In the event such property is deemed held for the business association
alone such assoclation shall be deemed the holder of such

property for all purposes cont?EPlated by this chapter.




()

Comment. Section 1515 is substantially the same as former Section 1506.
The revisions made to the section are those necessary to make the section

applicable to fiduciaries and business associations vherever located.
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SEC. 1lh, Section 1507 of said code is remmbered and amended
to read:
1507- 1516, Subject to $he-previsisns-ef-Seetion-1526

Sections 1510 and 1582 , all tangible personal property located in

this_state, end 21l intangible personal property 3 held for the owner

by any court, including a federal court, public corporation,

public authority, or public officer of shis any state, or a political
subdivision thereof, that has remained unclasimed by the owner for more

than seven years is-presumed-abandoned escheats to this state .

Comment, Section 1516 is substantislly the same as former Section 1507.

The section is modified to meke it applicable +o tangitie as well as intangible

property and to make it applicable to intangible property no matter where the

holder of such property may be located.




)

SEC, 15. Section 1508 of said code is renumbered and esmended
1o read:

1508 1517. Subject to Section 1510, all tangible personsl

property located in this state and all intangible personal property,

except property of the classes mentioned in Sections l§92;-l§93;—l§9k;

3509;-1506;-and-1507-6f-thig-eede 1511, 1512, 1513, 151h, 1515,

and 1516 , including any income or increment thereon and deducting any
lawful charges, that is held or owing 3n-this-State in the ordinary
course of the holder's business and has remained unclaimed by the owner
for more than seven years after it became payable or distributable

is presumed-sbardsned escheats to this gtate .

Comment. Section 1517 1s substantially the same as former Section 1508.
The sectlon is modified to make it applicable to tangible as well as intangible-
property and to make 1t applicable to intanglble property no matiter where the

holder of such property may be located.
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SEC, 16. Section 1509 of said code is repealed,

1509 - -If-gpeeifie-properiy-which-is subjeet-to-the-provigiens
of -Seebions-15025-15045-15055-15065-and-1508-0f-thig-eode-is-held
far-or-cHed--or-distributable-to -an-sveer-yhose-last-knewn-addreas-~is
in-anether-siate-by-a-holder-who-ig-subjeet-to~the«juripdietion~af-thas
'atatej-the~speciﬁie—pfepe?tyuis-aet-preaumed-dbanéaned in-thig-Biata
apd-gubjeet-to-this-chapter-ifs

{a}--It—an be-glairmed-as-abandened-cr-esekested-under-tha-lavws
af-suek sthey-state;-and

{b)--The-laws-of-such-ether-state-make-reciproeal-provisior-that
similar-specifie-property-is-nes-presumed-abandoned-or-asahoatable by
augh-other-gtate when-held-fer-er-cwed--or-distributable-te-an-ewner
whose-last-krowh address-is withir-this-State-by-a-holder-whe-is-subjeed

$a-the -jurisdistion-of-thiz-Btates

Comment. Section 1509 is inconsistent with the Supreme Court's decision

in Texss v. New Jersey, 379 U.8. 674 {1965), and the revisions made in this

chapter to conform to that decision. Hence, Section 1509 1s repealed.




SEC. 17. A new article heading is added irmediately preceding
Section 1510 of said code, which section is renumbered as Section
1530 by this act, to read:

ARTICLE 3. IDENTTFICATION AND DISPOSITION OF ESCHEATED PROPERTY

SEC. 18, BSectisn 1510 of said code is renumbered and amended to

read:

3518- 1530, (5) Every person holding funds or other yroperty

s-bangible-or-intangible;-precumed -abardsned escheated to this state
under this chapter shall report to the State Controller with respect
to the property as hereinafter provided,

(b) The report shall be verified and shall include:

(1) The name, if known, and last known address, if any, of each
person appearing from the records of the holder to be the owner of any

property of value of more thah ten dollars {$10) sw-mere-presured-abandened

escheated under this ckapter;

(2) In case of umelaimed funds of life insurance corporations, the

full name of the insured 2 9¥ annulitant , or beneficiary and his last

known address according to the life insurance corporation's records;
{3) 1In case of memey cash or other persemal property removed
from a safe deposit box or other repository or agency, reference to
such property. The report shall set forth any amounts owing to the
holder for unpaid rent and for the cost of cpening the safe deposit box,
(4) The nature and identifying number, if any, or description of
the property and the amount appearing from the records to be due, except
that items of value wmdes- of ten dollars {$10) or less each may be

reported in asggregate;




(5) Except for anyiggaperty reported in the aggregate, the date

when the property became payable, demandable, <r peturnable, and the
date of the last transaction with the owner with respe®s +5 the praperty;
and

(6) Other information which the State Controller prescribes
by rule as necessary for the administration of this chapter.

{(c) If the ﬁefson—halding-prapegty#pfesumeé-&baadened.gglggg
is a successor to other persons who previously held the property for
the owner, or if the holder hee changed his name while holding the
property, he shall file with his report a1l prior known names and
addresses of each holder of the property.

(3) The report shall be filed before November lst of each year
as of June 30th or fiscal year-end next preceding, but the report of
1ife insurance corporations shall be filed before May lst of each year
as of December 3lst next preceding. The State Controller may postpone
the reporting date upon his own motion or upon written request by any
person required to file a report.

{e)--If-the-holder of-property-presumed-abandened-under-this-chapler
krewe-the-whereabeuss-of the-awner-and-if-the-oyner' s-elaim-has-ret
been-barred-by-the-statute-of-timitasions,; the-helder-shall, -befere
filing-5he anRual reporsy-ecpmunieate -with-the -owner-and-take-necesdary
stepe-te-prevent gbandeopment-frem-baing presusedr--The-helder-shall

eNercise-reasorablo-diligence-bo-aseartain-the--wheroabouts-of-the ownery

S B ]




£2) {e) Verification, if made by & partrership, shall be executed
by a partner; if made by an unincorporated association or private
corporation, by an officer; and if made by a public corporation,. by
its chief figcal officer,

ég}*—?he-initial—Eepert-filei-unéer-this-ehaptes-shal;-ina&uﬁa-all
ibame-of -properiy-held-for-arether-peracn-whish-are- -nseortainable
ffam-the-available—yeesyds-ef-the-heldeyg-whieh-items-of—y:ayqaty-wagld
hawe—been-presamsé—abanéened—ii-this-aha@ter-had;beea-in-effbet-aieand
efser-the-time-gueh-properiy-First-becane-payabie -demandable-or
returnebles-provideds-shai-snly-sueh-meneye-which-firet-beeame-vnelaired
fundey-as-that-ierm-ds-defined~in-this-ehapiery-within-three-years
preeeding- the- effeective-dabe-of-thig-chuptor-nusi~-be-ineluded-vithin

<:j the-indtdal- reperd-and-sny- sther-moneys-eonstdtuiing-unelaimed- funds

vs-thus-defined-may- be- ineivded-within- dhe-dnitind- or- any- subseauent
report- und- if- so- ineluded- the-hodder- shnid-be-ordd tled- 4o~ the-protectdion
aiib:@sd—byaSeetiamh4§131--Allﬁitems—a@hﬁiegertya-1ees-y:w@e:-ehargea
axd- of f6e46q- other- ther- vneleimed- funds, - vhiek- on- Jaanary- 14~ 1949
eppeered- frog- the- avedlable- records- £0- be- held- for- another- person- and
were-thereeficr-mithout~ novdce- Lo- the- owner. or- s thoud- prior- approval
of- any- regeledtory- or- licensi ng- avthorddy- of - thie- State. trensierred-or
eredited- by- Lhe- holder- direetdy- Lo- copdtal- or- surplus- or- andivided-
profite- shedl- be- deemed- $o- be- subiect- £o- £ho. Provisions of~this- chepber

NG Hheld- be- dedvideds wd-thd - She- dnddd ol- repord-

Comment. Section 1530 is substantially the same as former Section 1510.
(:: The changes made in the section are, for the most part, technical and are
necessary to conform the section to the remainder of the chapter.
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The items that a holder may report in the aggregate have been changed
from those of less than $10 to those of $10 or less, so that the items that
do not have to be separately stated will be those that correspond with the
amount the Controller msy charge for servicing the property under Section
15k0{a).

Former subdivision (e) has been omitted because subdivision (e) merely
duplicated the notice requirement of subdivision (4) of Section 1531.

Former subdivision {g) has been omitted because it was a tecporsry
provision governing the property subject to the reporting requirement as of
September 18, 1959. Section L7 of this statute preserves the force of sub-

division {g) to the extent that it 1s needed.
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SEC, 19. Section 1511 of said code is renunbered and emended

to read:

o
o

il Mg S S

35i= 1531, {a) Within 120.days..three months from the final date

for fillng the reports regquired by Scciion 3530 1530 , the State Controller

s e

£

shall cause notice to be published at least once each week for two
successive weeks in an English language newspaper of general circulation
in the county in this state in which is located the last known address
of any person to be named in the notice. If no address is listed or if
the address is outside this state, the notlce ghall be published in
the county in which the holder of the abardsned escheated property
has his principal place of business withir this state.

(b) The published notice shall be entitled "notice of names
of persons appearing to be owners of abandoned property,” and shall

contain:

(1) The nemes in alphabetical order and last known addresses, if
any, of persons listed in the report and entitled to notice within the
county as hereinbefore specified.

(2) A statement that information concerning the emount or
description of the property and the name and address of the holder
may be obtained by any persons possessing an interest in the property
by addressing an inquiry o the State Controller.

(3) A statement that if proof of claim is not presented by the

o -

ovmer to the holder and if the owner's right to receive the property
is not established to the holder's satisfaction within-05- days-frem

ihe. date- of- the- secend-published-nesdees before a date specified in the

notice (which shall be the acte five months from the final date for filing

the report), the skasdemed property will be placed not later then 85-daye
one month after such publicaticn date in the custody of the State Controlle:

and all further claims maist thereafter be directed to the State Controller.




(4) A statement that if no claim is filed with the State Controller

within five years after the close of the calendar year in which the

property is paid or delivered to the State Controlier, the property will

permanently escheat to the state and all right, title, or interest therein

of the ownere will be terminated and all claims of the owners thereto

forever barred.

(¢} The State Controller is not required to publish in such
notice any item of less than twenty-five dollars {§25) unless he deems
guch publication to be in the public interest.

(&) Within 320-days three months from the weeeipb-ef-the final

date for filing a report required by Section 2536 1530 , the State

Controller shall mail a notice to each person having an address listed
therein who appears to be entitled to property éf-the-value-af-tweaty—
ii?e—iella?s-($2§)-er-mere-presumed—ahaaéeaeé escheated under this
chapter.

(e) The mailed notice shall contain:

(1) A statement that, according to a report filed with the State
Controller, property is being held to which the addressee appears
entitled.

(2) The name and address of the person holding the property and
any necessary informetion regarding changes of name and address of the
holder.

(3) A statement that, if satisfactory procf of claim is not
pzesénted ty tkhe cwoer to the holder by the date specified in the

published notice the property will be placed in the custody of the State
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Controller and all further claims must be dirscted to the State

Controller,

{4) A statement that if no claim is filed with the State

Controller within five yeors after the clese of the calendar year

in which the property is pald or delivered

to the State Controller, the property will permanently escheat to

the state and all right, title, or interest therein of the owners

will be terminated and all claims of the owners thereto forever barred.

Comment. Section 1531 1s substantially the same as former Sectlion 1511.
gection 1532 requires holders to remit their payments to the State Controller
six months, instead of seven months {as previocusly required), after the fimal
date for filing reports. In order to provide an owner with adequate notice
and opportunity to claim his property, the time limits in Section 1531 have
been revised to fit into the reviged timetable prescribed by Section 1532.

A paragraph (4) has been added to subdivisions {b) and (e) to conform
with Section 1550. Subdivision (d) has been revised to require the State
Controller to send a notice to all persons who may claim property held for
them by a holder or the State Controller under this chapter. Former sub=
division. {e) of Section 1530 required the holder alone to send notices to
owners of property valued at less then $25. This burden has been transferred
+to the Stste Controller because the state, not the holder, will evenbually
eucceed to the property. As the state receives substantial benefits as the
ultimate successor to unclaimed property, it should also bear whatever

burdens of notice are reguired to accomplish the escheat of such property.




SEC. 20, Section 1512 of said code is renumbered and amended
to read:

1532; 1532. Every person who has filed a report as provided
by Section 3530 1530 shall, within sewen six monthe from the fimal date
for filing reports as required by Section 2528 1530 , pay or deliver
to the State Controller all aberdsred escheated property specified in
the report j;-previded;-tha% . However, if the owner estsblishes his
right to receive any akandered such property to the satisfaction of
the helder before such property has been delivered to the State
Controller, or if it appears that for some other reason the presumptien

of-abardonment-ig-erronceus property is not subject to escheat under

this chapter , the holder need not pay or deliver the property ;-whieh

will-ne-lopgep-be-presuned-abandened; to the State Contrsller, but in
lieu thereof shall file with the State Controller a written explanation
of the proof of claim or of the errer-in-the-prescmpiisr-ef-abandonment

reason the property is not subject to escheat . The holder of any

interest under subdivision {b) of Section 2504{B} 1513 shall deliver

a duplicate certificate to the Stats Controlier. Upon delivery of a
duplicate certificate to the Statve Controller, the holder and any
transfer agent, registrar or other person acting for or on behalf of
the holder in executing or delivering such duplicate certificate shall
be relieved from all liability of every kind to any perscn ineluding,
but not limited to, any person acguiring the original certificate

presumed-gbandoned or the duplicate of such certificate issued to the

State Controller for any losses or damages resulting to such person by
the issuance and delivery to the State Controller of such duplicate
certificate.
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Comment. Section 1532 is substantially the same as former Section 1i512.
The revisions of the section are, for the most part, technical. The time
periocd for remitting escheated property to the Controller has been shortened
from seven to six months from the final date for filing reports so that the

property may be received by the Stete Controller in some month other than

the Jast month of the fiscal year.
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SEC, 21. BSection 1515 of said code is renumbered and amended
to read:

1516» 1533, (a) All ebandsmed escheated property other than
money and securities listed on any established stock exchange delivered
to the State Controller under this chapter shall be so0ld by the
State Controller to the highest bidder at public sale in whatever
city in the state affords in his judgment the most favorable merket
for the property involved. The State Controller may decline the
highest bid and recoffer the property for sale if he considers the
price bid insufficient. He need not offer any property for sale if,
in his opinion, the probable cost of sale exceeds the velue of the
property.

Securities listed on an established stock exchange shall be sold
at the prevailing prices on said exchange.

(b} Any sale of sbandsred escheated property, other than money
and securities listed on any established stock exchange, held under
this section shall be preceded by a single publication of notice thereof,
at least one week in advance of sale in an English language newspaper
of general circulation in the county where the property is to be sold,

(¢) The purchaser at any sale conducted by the State Controller
pursuant to this chapter shall receive title to the property purchased,
free from all claims of the owner or prior holder thereof and of all
persons claiming through or under them. The State Controller shall
execute all deocuments necessary to complete the transfer of title,

(d} No action shall be brought or maintained by any person against
the state or any officer thereof for or on account of any transaction
entered into pursuant to and in accordance with the provisions of this
section.

Comment. BSection 1533 ie substentially the same as former Section 1516.
~h0-




SEC, 22. Section 1517 of sald code is renumbered and
amended to read:

3517 léﬁ&; {a) All money received under this chapter,
including the proceeds from the sale of property under Section 1516
1533 , shall be deposited in the Unclaimed Property Fund in an account
titled "Abandoned Property.”

{b) All money in the abandoned property account in the Unclaimed

Property Fund is hereby continuously appropriated to the State Controller,
without regard to fiscal years, for expenditure fer in accordauce with

law in carrying out and enforcing the provisions of this chapter,

including, but not limited to, the following purposes:
(1) For payment of claims allowed by the State Controller under

the provisions of Seetion- 4519 tThis chaptes.

(2) Por refund,to the person making such deposit, of amounts,
including overpayments, deposited in error in such fund 5 .

(3) For payment of the cost of appraisals incurred by the State
Controller covering property held in the name of an account in such fund ¢ .

(4) For paymént of the cost incurred by the State Controller
covering the purchase of lost instrument indemnity bonds, or for
payment to the person eniitled thereto, for any unpaid lawful charges
or costs which arose from holding any specific property or any specific
funds which were dellvered or paid to the State Controller, or which
arose from complying with this chapter with respect to such property
or funds § .

{5) For payment of amounts required to be paid by the state as

trustee, bailee, or successor in interest to the preceding owner ¢ .
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(6) For payment of costs incurred by the State Controller for

the repair, maintenance and upkeep of property held in the name of

an account in such fund ¢ .

(7) For payment of costs of official advertising in comnection

with the sale of property held in the name of an account in such fund % 2

(8) For transfer to the General Fund as provided in paragraph

subdivision (c) ef-this-seetisn .

{c) At the end of each month, or oftener if he deems it advisable,
the State Controller shall trensfer all money in the abandoned

property account in excess of fifty thousand dollars ($50,000),

to the General Fund, Before making this transfer, he shall regord

the name and last known address of each person appearing from the

holders' reports to be entitled to the abandséed escheated property

and of the name and last known address of each insured person or

annuitent, and with respect to each policy or contract listed in the

report of a life insurance corporation, its nunber, and the name of

the corporation. The record shall be available for public inspection

at all reasonable business hours.

Comment. Section 1534 is substantially the same as former Section
1517. The preliminary language of subdivision (b) has been modified to
broaden the purposes for which the money in the abandoned property account
may be expended. Certain expenses that the Controller is authorized to incur
in the administration of this fund are not clearly included among the
specific purposes listed in subdivision (b). For example, litigation costs
incurred under Secticns 1571-1573 are not clearly coversd by the itemized
list. The revised language eliminates any uncertainty over the availability
of the fund for such ordinary administrative expenses.

oo




™

SEC, 23. Section 1521 of said code is renumbered and amended
to read:

252t 1535. Any property delivered to the State Controlier
pursuant to this chapter which has no obvious commercial value shall
be retained by the State Controller until such time as he determines to
destroy or otherwise dispose of %he-same it . If the State Controller
determines that any property delivered to him pursuant to this chapter
has no obvious commercial value, he may at any time thereafter destroy
or otherwise dispose of the same property » and in that event no
action or proceeding shall be brought or maintained against the state
or any officer thereof or against the holder for or on account of any
action teken by the State Controller pursuant to this chapter with

respect to said the property.

Comment, Section 1535 is substantially the same as former Section 1521,




SEC. 24, Article & (commencing with Section 1540} is added to

Chapter 7 of Title 10 of Parg 3 of said code, to read:

ARTICLE 4  PAYMENT OF. CIAIMS

1540, (a) Any person, not including another state, claiming an
interest in property paid or delivered to the State Controller under
this chapter may file a claim thereto or to the net proceeds of the sale
thereof at any time before such property is permanently escheated to
the state under this chapter. The claim shall be on s form
prescribed by the State Controller and shall be rersonally verified
by the claimsnt,

(b) The State Controller shall consider each claim within Q0
days after it is filed, He rcy hold o hearing and receive evidence
concerrirg the clain, If a hearirg -is held, the State Controller shall
make a written finding on each claim precented or heard, stating the
substance of any evidence heard by him and the reasons for his finding,

The finding shall be of public record.

(c) There shall be deducted by the State Controller from the
smount of any allowed and approved claim under this section, one percent
of the total amount of such claim, but in no event less than ten dollars
($10}, for each individual share claimed, as a service charge for the
receipt, accounting for, and management of the money or other property
claimed and for the processing of the claim filed to recover the same.
Camnent., Section 1540 repeats in substance the provisions of former

Sections 1518 and 1519. Although the time lumit specified in subdivision (b)
did not appear in either of the superseded sections, it did appear from the

provisions of former Section 1520 (superseded by Section 1541),
N
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SEC. 25. Section 1518 of said code is repealed,
l§iggf-ﬁny-pefsen—elaiﬁiﬁg-&ﬁ-in#eresi-in-any-prsperty
deiivered-to-the-State-under-this-ehapber-ray-file-a-personally
verified-elaim-therets-or-bo-the-proceeds from-the-sale-thereas

sn-the-form-preseribed-by-the-5State-Contralley:

Comment. Section 1518 is superseded by Section 1540,
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SEC, 26. Section 1519 of said code is repealed,

1519, -£3}--Tho-State.Controllior-shall-consider-any-siaik-
Ffilted-under-this~chapter-ard-may-hotd~a~hearing-and-reeeive~-evidonce
eeneerping-it---If.a-hoaring-1iz-hald-ha- - shall-prepare-a-finding-and
a~deeigion-in~-writing-on-ench-einim-fitedy-abating-the-subatanee-of
any-evidenee-hkeard-by-hin-and-the-reascns-fev-his-decigions-~-The
dagizion-shall-he-a-puklic-rocorde

£h)--Thero-shall-ba-deducted-by-the-Siate-Copbrotier-Fram-she
ameuRt-of«aRy-alisvedand-approved-elain-nrder-thin-seatisny~-peraant

#f-the-total-aneuni-of-such-alaimy-but-in-ne-event-less-than-4ea

dotlaws-{$10) s -For-cach-individunl-chare-stainedy-ns-a-se¥vige--chavgs -

for-tho-regaipty-aseonniing-fory-and-nanagepent-of-the -noney-or-sthay
preperiy-eltained-and=-for-tha-provessing~of-she-olaimn~-filed-5o-reeovey
the-gamey

Comment. . Section 1519 is superseded by Section 1540.

e




()

SEC. 27. Section 1520 of said code is renumbered and amended
to read:

2520+ }2&}; Any person aggrieved by a decisgsion of the State
Controller or as to whose claim the Controller has failed to act within
90 days after the filing of the claim, may file a petition to establish
his claim in the superior court in any county or city and county in which
the Attorney General has an office. The proceeding shall be brought
within 90 days after the decision of the State Controller or within 180
days from the filing of the claim if the State Controller fails to act.
A copy of the petition and of a notice of hearing shall be served upon
the State Controller and the Attorney General and the Attorney General
shall have ret-legs-thar-30 §g days within which to respond by answer.
In lieu of answer, the Altorney General may file a statement of
noninterest whereupon the petitioner shall present to the court his primpe
faeie-presf evidence of centitlement. The proceeding shall be tried without
a jury. If judgment is awarded in favor of petitioner, the State
Controller shall make payment subject %2 any charges provided by

subdivision (d) of Section 1539{bk} 1540 . No costs of trial shall

be allowed for or against the petitioner,

Comment. Section 1541 is substantially the same as former Section 1520.
The former section did not provide a time limit within which the Attorney
General is required to respond by answer. The revised section doez contain

such a limit.
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SEC. 28. Section 1542 is added to scid code, to read:

15k2. (a) At any time after property has been paid or
delivered to the State Controller under this chapter, and notwith-
standing the permanent escheat of such property pursuant to Section
1550 or 1551, any other state is entitled to recover such property if:

(1) The property escheated to this state under subdivision (b)
of Sectlon 1510 because no address of the owner of the property appeared
on the records of the holder when the property was escheated under
this chapter and the last known address of the owner was in fact in
such other state; or

(2) The property escheated to this stale under subdivision (c)
of Section 1510 because the last known address of the owner of the
Property appearing on the records of the holder was in such other
state when the property was escheated under this chapter and such
other state at that time did not provide in its laws for the escheat
of such property, but currently so provides.,

{b) The claim of another state to recover escheated property
under this section shall be presented in writing to the State Controllgr,
who shall hold a hearing on each such claim within 90 days after it is
presented. He shall make a written finding on each claim heard, stating
the substance of any evidence heard by him and the reasons for his
finding. The finding shall be of public record. He shall allow a claim
if reasonsbly satisfied of the right of the other state to recover the
escheated property. Any claim allowed under this section is subject

to any charges provided in subdivision {c¢) of Section 1540,

48




Comment. Section 1542 has no counterpart in the previous statutory
law of California. It is necessary, however, to provide a procedural means

for this state to comply with the decision in Texas v. New Jersey, 379 U,S,

674 (1965). The United States Supreme Court in that case held that
property escheated by one state under the conditions that are now specified
in subdivisions {b) and (¢} of Section 1510 could subsequently be claimed

by another state under the circumstances described in subdivision (a) of
Section 1542. Section 1542 provides the administrative procedure for handling

such claims,
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SEC. 29. Article 5 (commencing with Section 1550) is added to

Chepter 7 of Title 10 of Part 3 of said code, to read:
ARTICLE 5., FPERMANENT ESCHEAT

1550, (&) At any time after the close cf the fifth calendar
year after the year in which any property escheated under this chapter
is peid or delivered to the State Controller, if no claim therefor has
been made and established by any person, not including another state,
entitled thereto, the State Controller may commence a civil action in
the superior court for Sacramento County for a determination that such
property shall permanently escheat to the state; but if at the expiration
of such fifth year, an action previously brought by a claimant under
Section 1541 is pending, or if a person who‘has filed & claim to the
property under Section 1540 remsins entitled at the expiretion of such
fifth year to bring a court action under Section 1541, the State
Controller may not commence his civil action until after a final
court judgment has been rendered adversely to the petitioning claimant,
or until after the expiration of the period in which a claimant would
be entitled to bring a court action under Section 15LL.

(b} At the time such action is commenced, the State Controller
shall cause notice thereof to be published once each week for two
successive weeks in a newspaper having general circulation in the county
in which is situated the last known address of the owner according to the
records of the State Controller. If no address is listed, the notice
shall be published in the county in which the holder of the abandoned

property has his principal place of business within this state, Such

notice shall be entitled "Notice of Proceedings to Declare Certain

o )




Abandoned Property Permanently Escheated to the State of California®
and shall include the following matters:

(1) The name of the owner and his last known address, if known.

(2) A brief description of the property.

(3) The name of the prior holder or holders.

(4) The emount or value of the property.

(5) 4 statement that a ccrplaint has been flled in the acticn
for perrcnent escheat.

(6) The place, time, and date of the herrirg. .

(7) A @irection that unless any person claiming to be entitled
to the property, or his representative, makes claim for the property

in the manner provided in Section 1540 before the hearing, or appears

at the hearing to substantiate his claim, the property will permanently

escheat to the state and all right, title, or interest therein of the
owners will be terminated and all claims of the owners thereto forever
barred.

(¢) At the time such action is commenced, the State Controller
shall mail to the last known address of the owner according to the
records of the State Controller a notice alike in all respects to
the published notice required under subsection (b).

(d)  The court shall enter a judgnent that the subject property
has permanently cschented to the stote and that all right, title, or
interest therein of the owmers is terminated and all claims of the
owners thereto forever barred if the court is satisfied by evidence
that the Stete Contrsller has complied with this chapter, and:

(1) ¥o person files a claim or appears-at the hearing to present
a ¢laim; or
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{2) The court determines that a claimant is not entitled to

the property claimed by hin.

Comment. Sections 1550 and 1551 have been added to this chapter
in order to harmonize the escheat provisions of this chapter with the
escheat provisions appearing in Chapters 1-6 (Sections 1300-1476) of the
title on unclaimed property. The earlier escheat provisions all provide
for the permanent escheat of property that is paid or deliversd to the
State Controller after a reguisite pericd of time has elapsed within which
the owner may claim the property. This procedurs permits the Controller
to clear his beooks in regard to such property. Sections 1550 and 1551
provide a comparable procedure for the permanent escheat of property paid
or delivered to the State Controller under this chapter.

Section 1550 describes a procedure which must be followed to accomplish
the permanent escheat of all property valued at more than $¥pOO and which
may be followed to accomplish the permanent escheat of any property. Section
1551 describes an slternate procedure which may be followed for the permanent

escheat of property valued at $1000 or less.

-52-




~

M

1551. (a} At any time after any money or other personal
property of a value of $1,000 or less has heretofore been or is
hereafter paid or delivered to the State Controller as escheated
property pursuant to this chapter, the State Controller may, in lieu
of the procedure provided in Section 1550, prepare a return listing
such property and give notice thereof in the manner provided in this
section.

{b} The return shall 1ist each item and show all of the
following:

(1) The amount of the property, if money, or a desgeription
thereof if other than money.

(2) The name of the owner or cleimant and his lest known
address, if knowm.

{3) The name and address of the person delivering the property
to the Staete Controller.

(4) The facts and circumstances by virtue of which it is claimed
the property has escheated or vested in the State.

(5} Such other information as the State Controller may desire to
inelude to aszist in identifying each item.

{c) When the return has been completed, the Controller shall
prepare, date, znd attach thereto a notice that the property listed
in the return has escheated or vested in the state. Copies of such
return and notice shall then be displayed and be open to public
inspection during business hours in at least three offices of the
Controller, one in the City of Sacramento, one in the City and County

of San Prancisco, and one in the ity of Los Angeles.
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(d) The Controller shall then cause notice to be given by
publication in one newspaper of general circulation published in the
City of Sacracento, in cne newspaper of general circulation published
in the City cof San Froncisco, ond in one rewspaper cf general
circulation published in the City of Los Angeles, at lesst once each
calendar week for four consecutive weeks, that the return and notice
that the property listed in the return has escheated or vested in
the state has been prepared and is on display and open to public
inspection during business hours, giving the addresses and room numbers
of the locations where the return may be inspected, Such publication
shall be made within 90 daye after attaching the notice to the return,
Nlotice by such publication shall be deemed completed four nonths after
attaching the notice to the return,

(e) Within five years after such notice by publication is
completed, any person entitled to such property may claim it in the
manner provided in Section 1540. All persons who fail to make such
claim within the time limited are forever barred and the property is
permanently escheated to ﬁhe state except that infants and persons of
unsound mind have the right to appear snd claim such property at any
time within the time limited, or within one year after their

respective disabilities cease, whichever is the later date.

Comment. BSection 1551 describes a procedure which may be followed by
the Controller to permanently escheat property valued at $1,000 or less.
Section 1551 follows closely the provisions of Section 1415. The section
permits the State Controller to proceed by notice only in those cases where
the amount of the property involved does not warrant the expense that would

be incurred in & judicial proceeding to escheat the property.

-54




SEC, 30. A new article heading is added immediately preceding
Section 1513 of said code, which section is renumbered as Section

1560 by this act, such new article heading to read:

ARTICLE 6, COBLIGATIONS OF HOLDER AFTER PAYMENT OR DELIVERY
SEC. 31. BSection 1513 of saild code is renumbered and amended to
read:
1513, lzég; Upon the peyment or delivery of ekandsred escheated
property to the State Controller, the state shall assume custody and

shall be responsible for the safekeeping ihevesf of the property .

Any person who pays or delivers sbardensd properiy to the State Controller
under this chapter is relieved ofall 1ligbility to the extent of the value
of the property o paid or delivered for any claim which then exists or
which thereafter may arise or be made in respect to the property. Property
removed from a safe deposit box or other repository shall be received
by the State Controller subject to any valid lien of the holder for
rent and other charges, such rent and other charges tc be paid out of
the proceeds remaining after the State Conitroller has deducted therefrom
his selling cost. #Any-holder-wha-has-paid-neneys-ito-the-State
Controller-pursuani-to-this-chapier-may-rpake-payrent-£o-any-person
appoaring-te-such-holder-to-be-entitled-theretoy-and-upor-filing-procs
of -sueh-payment-and-procf-that-the-payee-was-entitled-therate,-the-State
Qentroller-shall-forthwith-reiwburee-the-holder-for-the -paymeni
Ary-holder-whe-has-delivered-perscnal.-properiy-ineluding-a
certificate.of-any-interasi-in-a-businesc-assoeiation-te-the-State
Gontrolles-pursuani-to-this-chapter-may-reqlain-sdeh-personal-propersy
3£-gtill-in-the-possessicn-of-the-State-Conirotler-without-payment-of
any-fee-or-othar-charges-upor-filing-preof-that-the-ovwner-thoresf-has

alaimed-sueh-personal-property-from-such-holdars
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Comment, Section 1560 is substantially the same as former Section
1513. Provisions that appeared in the former section permitting the
holder to reclaim escheated property for the purpose of paying it to
the true owner have been deleted as unnecessary. The owner can claim
the property directly from the Controiler. The former holder, having
paid or delivered the property to the Controller, has no interest in
resisting a claim by an alleged former owner., It seems inadvisable,
therefore, to permit an alleged former owner to process his claim
through a former holder and thus aveid subjecting his claim to the

scrutiny of the Controller.
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SEC, 32. Section 1514 of said code is renumbered and amended
to read:

154, lﬁé&: Ithen property other than mcney is delivered
to the State Controller under this chapter, any dividends, interest or
other increments realized or accruing on such property at or prior to
liquidation or conversion thereof into money, shall upon receipt be
credited to the owner's account by the State Controller. Except for
amounts so credited the owner is not entitled to receive income or
other increments on money or other property paid or delivered to the
State Controller under this chapter. All interest received and other
income derived from the investment of moneys depogited in the
Unclaimed Property Fund under the provisions of this chapter shall, on

order of the State Controller, be transferred to the General Fund.,

Comment. Section 1561 is the same as former Section 1514,
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SEC, 33. A new article heading is added immediately preceding
Saction 1515 of said code, which section is renumbered as Section

1570 by this act, such new article heading to read:
ARTICLE 7. CCMPLIANCE AND ENFORCEMENT

SEC, 34. Section 1515 of said code is renumbered and amended
to read:

3535y 1570. The expiration of any period of time specified by
statute or court order, during which an action or proceeding may be
commenced or enforced to obtain payment of a cleim for money or
recovery of property, -shail does not prevent the money or property
from being presumed-sbandened-properby escheated , nor affect any
duty to file a report required by this chapter or to pay or deliver

abandened escheated property to the State Controller.

Comment., Seetion 1570 is substantially the same as former Section
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SEC. 35. Section 1523 of eaid code is repealed.

1523, --If-any-peracn-refupses-to-detiver-preperty-to-the -Btate
Gontreller-as-regquired-under-this-ehepber;-the-State-Certreller-shall
bring-an-aebien-in~a-court-of-appreprigte -jurisdiction-to-enfores-gueh
detiverys
Comment. Section 1523 has been superseded by the provisions of

Section 15T7L.

-
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SEC. 36. Section 1571 is added to scid code, to read:

1571, {a) The State Controller may bring an action in a court
of appropriate jurisdiction, as specified in this section, for any
of the following purposes:
(1) To enforce the duty of any person under this chapter to
permit the examination of the records of such person,
(2) For a judicial determination that particular property known
by the State Controller to be held by any persen is subject under law
to escheat by this state pursuant to this chapter.
(3) To enforce the delivery of any property to the State Controlier
a8 required under this chapter.

(b) The State Controller mey bring an action under this chapter

ir any court of this state of appropriate jurisdiction in any of the
following cases:

(1) Vhere the holder is any person domiciled in this state,
including any business asscciation organized under the laws of, or
created in, this state, and any national bank, or federal savings
and loan association located in this state, but not including any
federal court within this state.

{2) Vhere the holder is any person engaged in or transacting
business in this state, although not domiciled in this state.

{3) Where the property is tangible personal property and is held
in this state.
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{4} Where the holder is any court of this state, or any public
eorperation, public authority, or public officer of this state, or &
political subdivision of this state.

(¢) 1In eny case where no court of this state can ebtain juris-
diction over the holder, the State Controller may bring en action in
any federal or state court with jurisdiction over the holder.

Comment., Seetion 1571 is designed to clarify the pireumstances under
whieh the State Controller may sue in the eourta of this state or ancther
state or in the federal eourts to enforce cempliance with the provisions of
this chapter. The seotion generally requires the State Controller to proceed
in the Cal ifornis eourts unless the California courts cannot obtsin juris-

diction over the holder.




SEC. 37. ©Section 1572 is added to said code, to read:

1572. At the request of any other state, the Attorney General
of this state 1s empowered to bring an action in the name of such
other state in any court of this state or federal court within this
state, to enforce the unclaimed property laws of such other state against
a holder in this state of property lawfully subject to escheat by
such other state, if all of the following exist:

(a) The courts of such other state cannot obtain jurisdiction
over the holder.

(b) Such other state makes reciprocal provision in its laws
for the bringing of an action by an officer of such other state in the
name of this state at the request of the Attorney General of this state,
to enforce the provisions of this chapter against any person in such
other state believed by the State Controller of this state to held
property subject to escheat under this chapter, where the courts of
this state cannot obtain jurisdiction over such person.

(c) The laws of such other state provide for payment to this
state of reasonable costs incurred by the Attorney General of this
state in bringing an action under this section at the request of such
other state,

Comment. Section 1572 authorizes the Attorney General to sue in this

state to enforce compliance with the unclaimed property laws of another
gtate. Under the provisions of Section 1572, however, the Attorney General
may do so only if the other state will similarly act to enforce the unclaimed
property laws of California agoinst holders of unclaimed property to which

California is entitled,
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SEC. 38, Section 1573 is added to said code, to read:
1573. {a) If o person in another state is believed by the State

Controller of this state to hold property subject to escheat under

this chapter and the courts of this state cannot obtain jurisdietion

over such person, the Attorney General of this state may request an

officer of such other state to bring an action in the name of this
state to enforce the provisions of this chapter against such person.
{b) This state shall pay all reasomable costs incurred by any
other state in any action brought by such other staote at the request of
the Attorney General of this state under this section., Any state
bringing such action shall be entitled additionally to a reward of
fifteen percent of the value, after deducting reasonable costs, of

any property regovered for the state as a direct or indirect result

of such action, such reward to be paid by the State Controller. Any

costs or rewards poid pursuant to thia section shall be paid from

the abandoned property account in the Unclaimed Property Fund and

shall not be deducted from the amount that is subject to be claimed

by the owner in accordance with this chapter.

Comment. Section 1573 authorizes this state to request the officials
of another state to bring action to recover property escheated to Californie
under the provisions of this chapter. In order to provide an incentive
for the recovery of such escheated property, the section authorizes the
payment of a fifteen percent reward for the recovery of escheated property.
This reward, however, is not paid from the escheated property itself, It
would be inappropriate to charge the owner of the property with this fifteen
percent in the event he should later recover this property, for California's
claim 4o the property is not made for the owner’s benefit, it is made for the

gtate's own benefit.
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SEC. 39. Section 1524 of said code is renumbered and amended to
read: |

152k, 1574, (a) Any person who wilfully fails to render any
report or perform other duties required under this chapter shall be
punished by a fine of ten dollars ($10) for each day such report is
withheld, but not more than one thousand dollars ($L1,000).

(b} Any person who wilfully refuses to pay or deliver abandoned

escheated property to the State Controller as reguired under this

chapter shall be punished by a fine of not less than five hundred
dollars ($500) nor more than five thousand dollars {$5,000), or
imprisomment for not more than six months, or both, in the discretion
of the court.

Comment, Section 157k is substantielly the same as former Saction

1524,




)

SEC. 40. A new article heading is added immediately preceding
Section 1525 of said code, which section is renumbered as Section 1580

by this act, such nev article heading to read:

ARTICLE 8. MISCELLAINEQUS
SEC. 41. Section 1525 of said code is renubered and amended to
read:
15255 1580, The State Controller is hereby authorized to
make necessary rules and regulations to carry out the provisions of
this chapter.

Comment. Section 1580 is the same as former Scetion 1525.




1522,

SEC, ¥2. Section 1522 of said code 1s repmumbered and amended
1o read:

1522, 1581, (a) The State Controller may at reasonable times
and upon reascnsble novice examine the records of any person if he has
reason to believe that such person has failed to report property that
ghould have been reported pursuant to this chapter.

{b) When requested by the State Controller, such examination
shall be conducted by any licensing or regulating agency otherwise
empowered by the laws of this state to examine the records of the holder.
For the purpose of determining compliance with this chapter, the
Superintendent of Banks and the Savings and Loan Commissioner are
hareby respectively vested with full guthority to examine the records
of any banking organization and any savings and loan association doing
business within this state but not organized under the laws of or
created in this state.

Comment . Section 1581 is substantially the same as former Section




SEC., L3. Section 1525 of said code is renumbered and
amended to read:

3526 1582. This chapter ghall does not apply to

(a) Any property that has-been--presuzed-abandened-er waie escheated

under the laws of ancother state prior to fhe--effective-date-of-this

chapbery-Rer-5hall khis-chapter-epply-4e September 18, 1950.

(v) Any property in the official custody of a municipal utility
district 3-Bo¥-%a .

{c) Any property in the official custody of a local agency

if such property may be tronsferred to the General Fund of such agency

under the provisions of Sections 50050-50053 of the Govermment Code.

{d) Any property held for refund %o customers of a utility

pursuant to an owder of the Public Wilities Commission of this state,

Comment. Sectiosn 1582 is substantially the same as former Ssction
1525. The provisions of subdivision {d} hove been added to meet a problem
that was met under the previous law by excluding uwtilities from the

operation of this chapter entirely.
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SEC, 4b. Section 1527 of said code is renumbered and amended
to read:
3527: 1583. No agreement eniered within nine months after the

date of filing report under subdivision {¢) of Section 3530{d} 1530

€hald be is valid if any person thereby undertakes to locate property
reported under Section 153¢ 1530 for a fee or other compensation
exceeding 10 percent of the value of recoverable property unless the
agreement is in writing and signed by the -wner and discloses the nature
and value of the property and the neme and addreas of the holder thereof,
as such facts are so reported , ¢ provided;-thet Nothing kerein

in this section shall be construed to prevent an owner from asserting,

at any time, that any agreecment to locate property is based upon an

excessive or unjust congideration.

Coment. Section 1583 is substantially the same as former Section

1527,
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SEC. 45. Section 308L of the Civil Code is repealed.

30815 -~Any-esrparesion-engaged-in-she-businean-of-renting-to
the-pubtie-gafe-deposit-boies-mey -dispose-of-the-unelnimed-cantentn
af the-safe-deposit-boxes -in-the manner geb-forsh-in-Sectiens-3PVa
%2 3Pry-inelusivey-of the -Bank-Achs

Comment, Section 3081 is superseded by the provisions of Chapter 7
{commencing with Section 1500) of Title 10 o»f Port 3 of the Cade af Ciril

-

Procedure,
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SEC, W6. Section 1614 of the Code of Civil Procedure is amended

to read:
1614, Property received under this chapter shall be deposited
or sold by the State Controller as though received under the -Uniform

Pispesition-of-Uneleimed-Preperty-Aet Chapter 7 {commencing with

Section 1500) of this title . Property received under this chapter

shall not be subject to claim within two years following the date
upon which it is paid to or received by the state. Thereafter, clains
shall be made in the manner provided in Chapter 7 of Title 10 of Part
3 of this code,

Comment., This is a technical, nonsubstantive amendment.
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SEC. U47. This act does not affect any duty to file a report
with the State Controller or any duty to pay or deliver property to
the Ztate Controller that arose prior to the effective date of this
act under the provisions of Chapter 7 (cormencing with Section 1500)
of Title 10 of Part 3 of the Code of Civil Procedure. Any such report
or any such payment or delivery shall be mnde in accordance with the
law in effect pricr to the effective date of this act as if this aet
had not been enacted.,

Corment. This act modifies the requirements for filing unclaimed
property reports and delivering such property to the State Controller. It
omits the provisions of former Section 1510(g), which prescribed the contents
of the initial report to be filed under the Uniform Disposition of Unclaimed
Property Act after it became effective on September 18, 1959. Section 46
is intended to make clear that the enactment of this act does not affeot
whatever obligation the provisions of the previous statute imposed upon
persons who were subject to its terms in regard to filing reports and paying

or delivering property to thes State Controller,

-T1-
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An act %o add Chapter 9 {commencing with Ssciisn 1520) 4o Title 10 of

Part 3 of the Code of £ivil Procedurs, medating 1o the Unclaimed

Property Compoot.

The people of the State of Celifornis do en:ct az folliows:

SECTION 1. Chupter ¢ {commereing with Section 1520) is added to

Title 1C of Part % of the Cofe of Mivil Procedore, te reads

CEAPIER 9. UHCLATMED PROPERTY SOMPACT
1620, The Unelaimed Prouparly Compact in hershy enucted into law
and entersd into with all othe- sirisdictions izgelly joining therein 4m

the form substantially =5 follows:

MMNCLATWIED PROPERTY COMPADT
ABRTICLE L
Purpraey

It is the: purpose of thid Coiopant wixl of rhe Etates BEXTF Lore
oL

{a) To eirminate the 258k and Incomenicice 1o which boideas
of unclabined property may be subiject iy reaucm of ackial or pos-
sitie ciatis therero or ta thi custody thereol Irr maone: thar ong
Sigte

i} To provide & uniform wnd squitable el &f standards for
the dettrmination of entitlemient to recetve, hold etid oy of
uaclaimed property.

(D} To provide mueibods whoveby the PAYTY ItBIEE SREYD S0

. vperate with euch otier in the discovery and tuking rosnenailin

of unclainued propasyr,

ARTIILE X
Brefiitions

Az nsed in this compast, the term:.

{8} “Upclaimed property™ means any property which ynder
the Jaws of the appropiciate sk is subject @ delivery to that
state for irs use or custody by Tewson of e having deen unr
claimed ox abandoned for sne period a6 flwe Jaws of thar state
may provide,



{6} “Holder" mwans auy ovligur nr awy individusl, business
a850Ciation, povernment o snbdvinian tevecd, public corpora~
woe, publiic awhoCity, aarete, TTush, Uwy ar were fersons B
ing a jodng OF coarimen Anberenl, O S plher legal oF commers
cial entity heving possesa:on, cosiody or cumisol of wntatomest
property. ' '

{c) "Scake™ yosang 4 SLADL it the Uited Stavee, the Distriet
of Dolumbls, the frorrsonweelts of Fuerm Rico, 41 & ity
or posnession of the Lited Sstee .

ARTICLE DY

Trersrrilaatien of Ertidennent f
Linclatmend Propedty

{2} Ooly the aoaie Ln wiirh ppelaimed real Propeily o uwn~
claimiee tangibie personsl pLoperiy b 1peated thall be enided
b receive, bold and digposy of Buich BropeIty in sccordancs with
ity lawe,

(o) n the case of vaclufined property the dleposition of whick
12 not dererained by the appliczeon of marnsgruph (a) of this
Articie, aed tbe haldeir o which progeuty ts suhjent to the jurig-
diction of only ane ftate, that Slats and 1o other Ehall be en-
ritled oo zecsive, hold and dapose of such unaiaimsd propesty
in acmxdance with g lavwe.

{cy In vespast alt il wselaimed properey e Gbposgition of
which fiz nix eaernined by the apslicatians of prragoaphs {r] of
(@) of thie Article, enticlennara alpll e devetmined as lollowa:

1. The stos inwhich i Locatad the Inee known eodress of
the pexson entitled @1 e propetly shall be prititied o receive,

id ang dispose of thi salue W poocdancs with s lawa, The
%mst hrsan: address shail ke presuned e dupt shown by the:
records of e halder. .

G M the fdeniity of The poisen pritiied 1 unknows; W no
pddness for the pexson sailclen 1o meet the regusrememns o
subparagrogh | of 1bIs sureiTaph M KROWD; oF i the laws of ibe
state of 1ast knows asdreds do pob ket the propeser in ques-
vion, 16 taking, (e state pnder wWhode lavws the hodder 14 iacot-
porated (if the holdex is @ carporation} of orpanized (i the holder
is an agmsciziion vr attibicial ety odwt than & corporation),
oF U state Whare the oldew 18 doambebled (i che holder ia &
natural pernon} shall be srriticd o recetve, hold and dispose ol

the some in sgeondance with it laiw, Bt holded 8 incoX-
poresed of organited wnder the Laws of BIove Qun Gt palty Jtate,
such party states shall be catitied 1o take equal shares ol e
propety sovexed oy thia maagieph, I such event, ench shilt
bear u proporsicnets share of the ooats of the tbking.

3, I the disposition of aky unclalined propexty is not de-
sermined by spplicadon of any precading provision of this Ardele,

T
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the state in whick i3 foceted tw olfics of the holdet making the
laxgest totul disbursersents wisis (b Immediately preceding
fisca] year shall be entitled to reveive, hoid and dispose of e
property in scitadance with e ws,

£, "Whenewer pnelainesd patpersy has bhen tgokn Iy 4
paxty swatd in scostdenoe with s pezagreph, wrtthin, o peat
Firovy the Leking of such propesty, ar withis one year from the
earliest time at which snother paivy Stake would have been ep-
titled 1o tuxe the propeln? 6 quastion poksuse to itg unclaireed
property laws, wiichewer date L8 tater, any party state shall be
eutitied o eutablish the identity endl last kposm agdess of an
encitied perapa previously Waught to be urknows, o t estebliak
a later knswez gddress for an entitied persom, Lipbn such estals
lishrneat, amd om the basle thereat o paiy stae ahall apen de-
mand be estitled to receive e properhy from e seate igiaily
taking the agmie and 2o hold and dapose of it la accordance with
o8 lawa.  Thin subparsigraph 6hall not apply 10 4 clalo made by
& stake wnder a amture Snacnsd mubseguent 1o tht thze when the
inbieh atare took the propertyr,

ARTICEE 1V
Coaparitios

The pacty smves phodie to each atuer faithiel cooperstion in
the sdniisimation ol dheir Yaopes ve unclzined property laws,
'Ta this #nd, & party state chali, upon the roquest of sny other
parey state, wake avaiisble te eny such siate quy inlormation
which 3t inay heva ln i posgeasion by reason of it8 administrg-
tioa of o own unaluimed propezty laws, wdess dsclodure
thereof 1n exsressiy prohibited iy the Lives of the party stute of
which i recuest i wade, Uniesdy the party States conceined
atherwisn agres, he pacty Biate makiag ¢ Teguent for iafuenue-
ton pursaak to sde drocie ahab b ceitied to zatebve ix only
by bearing such coste as goap be fvmbeed in furnaichiig the la-
fosmarion Tequeswed,

ARTYOLE ¥
Seare Laowa Dnsdfeceed in Cewaln eapeoty

Each party atuls many amnct And continoe in fovos ey ngatun
ok o condllon with chin compect wusd pusy expboy the eocieat,

custodizll, of any cther priscipie i respecl of nnctaind prop-
erty.

Pl



o

A

VA

ARTICLYE WE
Fimdicy

Bxcept as provided o dxncie 914 4

1. Mo sosdatmed property egcheetnd or recedved o the
custody of A party state, priod o February o, 1SS, pusiisens
to ftg Tews sinlk be subject to the sukiseguent clalm of sy ghes
party svare, aud the enacimant of thiE coenpact shadd oonst kot
& walver by the suaetung Hlace of Ay anch. clais.

I Mo uaclained propecty eochesied ox receteed nto the cag-
tody of 2 party staie o o alter Febivuay i, 195 sl be sul-
ject tn the subsequest claisu of any ather phaty Siate, fuet the
enactment of thia sompact vhill consnicem 3 wabiex by the en-
acting state of any suck claimi provided that anch vaking: was
consisen with the prowisions of il compect.,

ARTICLE Wit
Exteng of Hights Determised

‘The oedy righes detsrindned by fd ompact whoi! De hose of
the party states. . With rospect 1) &by RON-HEXTY glate, AR s
sertion of Rarindionion o Tectlve, hold ar dispone ef awy e
clatmed properry wKade by o paxiy sta shalll b determloed in
the: saune Ieamoer and on the sewe busis sy bu e Lbaenie off this
compact. Ip Ry Slnuaiod involving multiple cluling by piales,
bath party ang noa-party, fhe stondands camtained in this cosm -

L padct sied! be usid to deteriine egiclament only a8 amaliy the

party states, With rospect to ghe clalend nf nng som-panly stale
sy COBELGVersy dhail e deraryrustd o posardence with dhe jaw
a8 b mnay be i the sbdencn ol thilk vompadt. Thoe anscrmant of
tis compact shell pet consibiuxe ¥ WaLY uf any chaim by g pacey
Soale i 2gAinst h Beul- pArty Stalk,

AFTICLE R
Enery oo Pores gl Withedrawad

This compact Shali sower ius foren and bucome bindbag Gg o
oy stare whea it las ens crzd the ssmme st lew. Ay paxty ulate
yary Wil Lo flie rompaas by anpeiing @ Ltalute regrealing
The sarae, Ixd o sudi wrighdrayral ghadl snke e Heor uniil teie YERTE
after the exscutive mad of the withdraming siate han givgn aokice
in writing of the withdzaval to Tl ereciitive hewd of cach lier
pagly stare . Aoy unclaimes prapéty which 3 saste Siall bave
reon ived, oo whiich it shall eve beoos auitied to reseive by
opeiration of this compact STy e peitiod whint such stele “was
party hexen shail pot be erfpeved by soch withdrewn .

T
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ARTHRLLE B
Caonatreciion pad Severabllisy

Thi compact shall be Hberuily conetrusd o as o effecruain
the purposes theveof. Thu provisions of this compact shnll be
severabile sad if any phzaue, oliuse, sonoinoy o provision of
thisi comipact is declared W bt comtrary o the conttittion of euy
parey atine of of the Lndted Swpre ax the appiicability thexend to
ARY gOVCENMend, &EENCY, pErsn af ST cuns@Enc: B held i
valld, the validity of the remainder of Bais cormgact and e Bp-
plicabiiity thereof 16 &y governmea, agendy, [erson o oir-
cumetamse shall nav be affscted cherelry. If this commpact shall
be held vontraxy to the constiturion of 2oy Ete party thereo,
the comupact shall remali in () force sl efant an to i ro-
maining etates and io fol} fnroe end effec: an o e stete ai-
feciad an to ald seversble matvers,

-

1621, Tte Siabte Contreller may ¢
I@CeSSEYY O gpHvripriate to 2oonarsie
and sharing of cogds sursoant 5o articls

Tor the assthastion oy Teasing of awiss

Sfroa At LT Ap - B 7 L AP L B AL I ey
of Sne compaat, The Lavm Tmoeowlive head® means the Oovamor.,

T






P " or any other statute, rule, regulation, law , or decisien, moneys

o held by a trust funde for the purposes of providing health and

weifa_rg s pension, vacation, severance, supplemental unenrploy!;gnﬁ "
ins_urance benefits of similar 'ben’e:fits aha:l_.:l. not pass to thé.

‘-s'ha.te or escheat to the state but such moﬁe.?‘a g0 to: t,he tmgﬁ

»"

- fund holaing them .

m Sectmn 231 sets forth the clrcumstances undar whieh ::;:e

»dyi!!g !fi‘t'-houf‘ heirs eacheats ta the sta'l:.e. Under 'btie 1&&? af scme _

‘__';,witrhin a .speeif;i.ed aegree of kinship.‘

See Estate of. mao,

o [1953] 2 All E.R, 300 {c.,a.) ' Thia revised 1&%@ am" ¥

i hz the Holan ca.se, the court helct t.ha.t real property wi‘hhin the staté




of the jurisdiction where the decedent was dcmiciled at his death.
Althouvgh the personal property involved in the Nolan case was intangible
property (bank accounts), the rationale and langusge of that case are
applicable to tangible as well as intangible personal property. Under

" Bection 231 as revised, however, it will be clear that tangible personal ‘
' p:cperty within the étate escheats to the State of California, not to_the
government of the decedent's domicile. | | | | \

Paragraph (2) of sgbdivision {b) provides that all intangible peisoﬁali:i‘
prupérty belénging to a person dying without heirs escheats to the State
ofVCalifornia. The residence'or domipile of the decedent iz not determinative
- of thé state's right of escheat under this paragraph, nor is the resiﬁence,
domicile, or state of incorporation of the debtor or cbligor. 'Uhder”ﬁhis
‘ paragraph, the Staté-of Californis may claim the escheat of intengible
perscnal property even though the decedent wes not a domiciliary df CQiifé?nia'-
 at his death and even though, forrexample, the bank account sought to be |
escheated is in an out»of-state bank. The only,stated.limitatidns bn the
state's rlght to. escheat intangible property are those contained in the law
of the United States and the statutes of California. There may be in some
cages an additional practical Limitation insofar aé'fofeign assels aie
concerned that will result from the state's lack of jurisdiction over the'.
decedent's representative or the obligor or both.

The 1imit of the right of escheat that the state may claim under
paragraph {2) is not clear beéause the éxisting federal law is not clear;
The Unlted States Supreme Court has decided, in regard to the escheat of
abandoned intangible property, that only one state may escheat the prcperty:
and<the proper state to exercise the right of escheat is the state of_the .

last known residence of the owner as shown on the books of the debtor.
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 Texas v. New Jersey, 379 U.S. 674 {1965). But, it is impossible to determine

whether this holding 1s applicable to the escheat of intangible propertj

ovned by a person who has died without heirs.
The right to escheat intangibles that is asserted in paragraph {2)

éhanges the existing California law. Under Estate of Nolan, 135 Cal. App.Ed

16, 286 p.2d 899 {1955), Callfornla asserts a right to escheat the intangibies

owned by a person who has died without heirs only when the decedent was

‘domiciled in California at his death. Thus, Colifornia permits other st@ﬁes'
 to escheat the money left in California bank accounts by nonﬂqmiciliary1 

" decedents. Yet, some other states escheat the bank accounts and other

intangible property 1eft in those States by California domiciliaries who

die without heirs.' See In re Rapoport!s Estate, 317 Mich. 291, 26 N.W 24 .

77T (1947); In re Menschefrend's Estate, 283 App. Div. 163, 128 N.1.S. 2&

738 (195&) Paragraph (2) of subdivision (b) will permlt Callfornla to

agsert a right to escheat intangibles where there is any ba51s--dnmicile of

decederit, last address of decedent, domicile or location of debtor, ete, -

fur doing so until the United States Supreme Court estahlishes B uniform
rule governing the escheat of decedents' property just as it has estdbliﬂhed
a uniform rule governing the escheat of abandoned property._

Subdivisions (¢) and (d) continue the lav that was stated in the previous’

| version of Seéction 231. The wbrds-addad at the end of subdivision (d) are B

~intended to be clarifying, The sectlon did not 1nd1cate previously what

dlsp031t10n shculd be made of the unescheated prqperty.
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[7aken fran 3 HARVARD JOURNAL ON LECTSIATION
pages 135-190 {December 1965) .

A State Statuic for the Disposition of
Unclaimed Property? _

Copyright (@ 1965 by the ¥arverd
Student Legislative Regearch Burean
and repointed in revised form from
3 Naxv. J. Legis. (1965) for iimited
distribution with the pemmission of
the Copyright owmer.

This Rsrfu Draft utilices the frameword of the Uniform Dirjosition
of Uf:hmd Praperty dct and 1283 forth a proposal for the mere
efective capture of the Nation's growing guantem of uwclaimed
roperty. The stotute specifically deals witk the grodlem of conflicting

. dﬁtbmdn&ukrﬂnmnm&ﬂm&wﬂm
apisian in Texar 0. New Jersey, 370 US. 874 (1988).

I. InTRODUCTION

To states ever seeking new sources of non-tax revenue, the in-
troduction of laws to capture potentially large sums in unclaimed
persoasl property has bécome an attractive proposition. Litde
of such properey is ever reclaimed by the persons entitled to it.
‘The advantages of virtually perpetual state control of these funds,
combinad with 2 desire to prevent windfalls to the holders, bave
led ten states to enact their own comprehensive abandoned prop-
erty statutes. Twelvs other states have enacted cicher the modemn
Uniform Disposition of Unclaimed Property Act, 9A Uniform
Laws Ann. 416 (1965) (hercinafter called the Uniform Act)

or legislation based upon it. .

At present, the law of many states does not reflect this trend
toward comprebensive legislation for the purpase of tapping this
rich source of revenne. Disconnected provisions for state custody”
and, in some cases, eventual escheat of some types of unclaimed
personal property are scattered through state statutes, but pro-
cedures for capture vary from the mandatory and complex to the
voluntary and simple. Maay types of property that make up &
farge proportion of the abandoned property revenues of some
states are not specifically covered in others.

‘This proposed statute is intended to bring escheat law wp to
date. Leaving intact existing provisions for immediate escheat
of realty and personalty under the descent and distribution laws,
the statute collects in one act most of the other law dealing with
sbandoned unclaimed personal property, tangible and intangible.
The statute greatly expands the classes.of property now subject

2 See 1 Haav. J. Lrcas 151 (1984 for the text of a propoaed federal wit
sesalrs conficting state cinima to abandesed properry.




to a presumption of abandonment in many states. It provides s
uniform procedure for the reporting, delivery, state custody, and
final escheat of the property, as well as cdaim procedures and
means by which the state treasurer can enforce the statute.
The statute is 2 thirty section adaptation of the basic property
classifications and reporting procedures of the Uniform Act
modified to accord with the recent decision in Texas v. New Jer-
sey, 379 U.S. 674 (1965). Section 404, “Claims by other states,”
and section 602, “Enforcement,” were added specifically because
of the Texas v. New Jersey decision. Also, whereas the Uniform
Act is purely “custodial” in nature, in that the state never takes
absclute title, and claims for held property may be made at any
time, this proposed act is of the combined custodial-cscheat type
enacted in.1962 by Connecticut. Cona. Gen. Stat. Ann. §§ 3-56a
to-752 (Supp. 1964). After fifteen years of state custody during
which claims may be made, the state treasurer is'empowered to
institute proceedings to declare the property escheated to the

‘state.

1. CONSTITUTIONAL PROBLEMS

Two primary constitutiona! problems exist in the area of state
escheat of unclaimed property: (1) due process considerations
raised by the elimination, because of the disproportionately large
expense involved, of individual notice of state action to the many.
persons entitled to small amounts of property presumed, aban-
doned (discussed in the comments to sections 30x and 302)3
and (2) the requirement that holders of unclaimed property
report and deliver the property to the state even though the
statute of limitations has run in the holder’s favor as against
the owner (discussed in the comments to section 6ot ). A third,
and the most serious, constitutional problem’ was only recently
resolved by the Texas v. New Jersey decision. As more states

" enacted escheat laws, there was the increasing possibility that

holders of unclaimed property would be liable to deliver the
property to more than one state. This problem and its resolo-
tion are discussed immediately below.

The chief uncertainty involved in the escheat statutes of many
states was constitutional in nature. In Western Union Telegraph
Co. v. Pennsylvania, 368 U.S. 71 {1961), the Supreme Court of

2




the United States had declared it a violation of due process for
more than one state to escheat a given item of intangible personal
property. lt appeared that any state facing an actual or potential
dispute by a sister state would be forced to bring an original action
in the Supreme Court for a declaration of its rights before it
could take the property.

This situation arose betause 2 growing number of states were
enacting abandoned property statutes and because the Court in
previcus cases had approved two conflicting tests for a state’s
power to escheat property through state court proceedings. In
Connecticut Mutual Life Insurance Ca. v. Moore, 333 U.S. 541
(1948), New York was given power to take custody of unclaimed
insurance policies issued on the lives of its residents by foreign
corporations. In Standard Oil Co. v. New Jersey, 341 U.S. 428
{1951}, the state of the property holder’s domicile was permitted
to escheat intangibles held for owners whose last known addresses
were outside New Jersey. In the Conrecticut Mutual case, the
majority expressly did not decide what other states might also
have sufficient contatts, although a number of additional possibiki-
ties occurred to commentators. With this conflict of authority it
was not surprising, therefore, to find that the jurisdictional tests
‘incorporated in the unclaimed property Jaws of the several states
should vary, each being most favorable to the enacting state.
Since both jurisdictional tests approved by the Court required
some ‘“‘contacts,” either with the owner or the holder, jurisdic
tional tests varied not only by state but 2lso by types of property
covered by the particular state’s law. In an attempt to resolve
the conflicts that would naturally arise, the Uniform Act sug-
gested a reciprocity clause, Uniform Disposition of Unclaimed
Property Act § 10, 9A Uniform Laws Ann. 428 (1965), which
allowed another state to escheat certain types of property if the

‘owner’s last known address were there. But the success of this
clause was contingent upon its enactment by every state, and this
was considered unlikely, especially in those states most adversely
aflected, e.g., New Jersey and New York which, under the Stan-
dard Oil case, could escheat property on the basis of the holder’s
demicile being in the state.

Amid this confusion, however, the then pending original juris.
diction case of Texas v. New Jersey, first of the cases brought in
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the Supreme Court under the /¥ estern Union doctrine, held some
promise of laying down a single rule, or scheme of rules, to guide
states secking to escheat intangible personalty. That promise was
realized. On February 1, 1965, a majority of eight, speaking
through Mr. Justice Black, set forth a “federal corumon law” rule
that only the state of the last known address of the person entided
to the debt, as shown on the records of the holder, could escheat.
Where there was no address recorded, the state of the holder's
domicile could take the property for itself until another state
came forward with proof that the last known address of the
property owner was in that statc. The state of the holder’s domi-
cite similarly could escheat if the owner’s last known address on
the holder’s records were in another state which did ot then pro-
vide for escheat of such property, except that the other state
could take the property as soon as its laws did so provide. 379
US. 674, 682 {1965}. The Court accepted the basic proposals
of its special master appointed to hear the arguments of Texas,
New Jersey, Florida, and Pennsylvania, zll claiming some $26,-
000 in debts held by the Sun Oil Company, which asked only to be
protected from multiple liability. Florida, an intervenor in the
action, was upheld in its contention that the last known recorded
address of the owner should be the guide.

The Court rejected proposed primary rules which would have
allowed escheat only by the state with the “most significant con-
tacts’ with the property; or by the state of the holder’s domicile
{the test advocated by Mr. Justice Stewart, dissenting) ; or by the
state where the holder had its principal place of business. The
Court’s sofution, it maintained, was dictated not by constitutional
compulsion but by cquity and ease of administration. Moreover,
it was in line with cases bolding that the state of a decedent’s dom-
icile at death could levy an inheritance tax on the decedent’s in-
tangible personalty, wherever located, whereas another state, in
which was Jocated the physical evidence of the intangibles, could
not levy such a tax. Beldwin v. Missouri, 281 U.S. 86 (1930);
Farmers Loan & Trust Co. v. Minnesota, 280 U.S. 204 {1930);
Blodgett ©. Silberman, 277 US. 1 (1928).

The primary rule, granting unclaimed property to the state
of the owner’s Tast known address, is simple and is easily admin-
istered. It will apply in most cases. Because it “will tend to
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distribute escheats among the States in the proportion of the

commercial activities of their residents,” 379 U.S. 674, 681, it
is, in the draftsmen's opinion, highly beneficial and favorable to
the_majority of states, certainly far preferable to a rule giving
huge sums in unclaimed property to the relatively few states
where large national corporations, owing debts to persons
throughout the country, are domiciled. _

Texas v. New Jersey does, however, leave some problems in
the area of unclaimed property. But it has cleared away much
crippling confusion. To many states, two of the decision’s most
important effects are likely to be, {1) assurance that the state
courts can be utilized for escheat proceedings in the great num-
ber of cases where these courts can obtain personal jurisdiction
over the holder, and (2) the elimination of any need for state
court jurisdiction over the holder as a prerequisite to a valid daim
for escheat, since the mere location of the owner's last known ad-
dress in the state, no matter what “‘contacts” the state has with
the holder, is suficient under the federal common law developed
by the Supreme Court in the exercise of its original jurisdiction.
Many problems of enforcing a state’s rights remain. These will

be canvassed in this memorandum, chiefly in the analysis of sec-

tion 6oz, infra.

Two guestions of marginal application of the decision may be
disposed of fairly readily. One involves the apparently simple test
of the “last known address” on the holder’s records. Can two
states dispute which of two or more recorded addresses is the
“last known"? Such cases, the draftsmen believe, by their na-
ture will be extremely rare, Generally the last address chron-
ologically reported to the holder will be considered the “Jast
known.” (It should be emphasized that, as Jong as there is some
address on the holder’s records, actual knowledge by anyone of

another, unrecorded address, appears to be immaterial) The
second question concerns those occasions when the state of the

holder’s domicile may take property because another state, wheres
in the owner is recorded to have last resided, does not “provide
for escheat” of property otherwise due it Suppose a state pre-
sumes a certain item of property zbandoned under its Jaws be-
cause the owner has made no claim to it for the statutory fifteen
years. The last known address of the owner, on the records of




the corporation, is in a state which provides for taking such
property after twenty years. It would seem that the first state
could not take the property, since the other state currently ‘pro-
vides” for its taking, althongh at some future time,

Texas v. New Jersey is bound to have a profound effect on
the azbandoned property laws of the states. It will act as a
powerfal incentive to the passage of comprehensive laws by
states not now having them. It must lead to adjustments in exist-
ing laws. Some New York City bankers, apparently rather un-
happy about the majority opinion, have predicted that the New
York Legislature will soon change that state’s pioneering 22-
year-old statute to conform to the federal law. N.Y. Times,
Feb. 7, 1963, §3, p. 11, col. 4.

I11. Tue Prorosen Act

The accompanying statutory draft attempts to take full advan
tage of the opportunities opened to many states by Texas v.
New Jersey. It asserts each state’s right to every type of intan-
gible personal property due to the state under the law as now
declared, despite Jack of personal jurisdiction over the holder by
that state’s courts, and regardless of the character of certain
holders, ¢.g., federal courts or public bodies or officers of other
states. Tangible personal property is claimed only if actually
located in the escheating state. :

The various “contacts” requirements contained in individual
sections of the Uniform Act as prerequisites to a right of es-
cheat have been eliminated. Section 201 of this draft sets
forth the three general Supreme Court standards as prerequi-
sites, referring the reader to the sections dealing with nine classes
of property for the time periods and circumstances of owmer
inactivity giving rise to the presumption of abandonment, if the
three basic conditions are met. '

The administrative, or procedural, sections of the Uniform
Act have been retained largely intact. A new enforcement provi-
sion is contained in section 602. Of particular interest is
subsection {d}. It is aimed at reducing the inconvenience of ad-
ministration, by giving other states a financial incentive to sue in
~ ‘the name of the escheating state to recover property due to the
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escheating state, where the courts of the escheating state cannot
obtain jurisdiction over the holder. The section reciprocally pro-
vides that at the request of such other state the attorney general
will sue in a court in the first state in the name of such other
state. Ir is hoped that this procedure will prove usable in most
cases where the state treasurer, choosing to bring suit, other-
wise would have to go outside the state. Where the sum involved
is large enough, the treasurer might bring the suit himself to save
the state the 15 per cent reward recommended to be given to
agent-states, ' -
Another important provision is section 404, “Claims by other
states.” This section sets up an administrative procedure where-
by, once a state has taken property under the Supreme Court’s
two exceptions to the general rule, another state claiming to have
become entitled to that property under these two exceptions 18
given the opportunity to present its claim to the state treasurer.
It is hoped that settlements under this section will avoid many
original actions in the Supreme Court of the United States.
Generally, the Act operates as follows:

(1) After fifteen years during which no interest has been
shown in personal property, it is presumed abandoned.

'(2) The holder of such property annually submits to the
state treasurer a verified report of all such property held by him.
Unless the owner's claim against the holder is barred by the
statute of limitations, the holder, before filing the report, mails
a notice to the owner at his Jast known address. Names and
addresses of all owners except owners of sums less than ten
dollars are reported to the state treasurer. Sums below that
amount are reported in the aggregate.

(3} Within 120 days from the receipt of the annual report,
the state treasurer gives notice by publication and by mail to
each owner named in the report. ‘The owner has 65 days after
the second published notice to claim his property from the holder.

(4) If no daim is allowed by the holder within that 65 d.ay
period, the holder 1s given 20 days to deliver the property, with
increments accrued during the period of holding, to the custody
of the state treasurer. Having done so, he is relieved of all
liability to the owner.

7




(5) Within the 1§ year custodial period, the state treasurer
may sell received property other than money. Listed shares of
stock, if sold, are sold at prevailing exchange prices; other prop-
erty may be sold at public sale.

(6) Net funds, from which the state treasurer may first
deduct the costs connected with the sale and keeping of the
property, are deposited in’the state treasury. The treasurer re-
tains at least $50,000 in a trust fund from which claims are paid.
A public record is kept of the names and addresses of all
owners whose names and addresses have been reported to the
state.

(7) Chims made for the property during the 1§ year cus-
todial period are considered by the state treasurer within 90 l
days after filing. A formal hearing may be held at the caim- |
ant’s request. A decision is rendered in writing on each claim.

{8) Claims allowed are paid in full, without deduction for

service charges or costs of sale and notice. The owner is cred- ‘ E

C ited with interest and other increments accruing to property
other than money before any sale by the state treasurer.

(9) Claimants aggrieved by decisions of the state treasurer
or by his failure to act may petition the superior court to estab-
lish their claim. Trial is de novo without a jury.

{10) At the end of fifteen years of custody, if no claim has .
been established, the treasurer commences a superior court action
for escheat, Again, published and mailed notice of the hearing -
is given to all owners whose names -and last known addresses
are on state records. If no claimant appears and succeeds, and
if the treasurer establishes that he has complied with the law, the
property escheats.

The treasurer is empowered t6 check the records of anyone
he believes is halding unclaimed property presumed abandoned
under the terms of this act. Penalties are prorided for willful

failure to report or deliver such property to the state. i

IV. ALTERNATIVE SOLUTIONS TO THE PROBLEM

New York, New Jersey, Pennsylvania, and Massachusetts,
among other states, have their own individual z2bandoned prop-
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erty laws, which do not purport to be based on the Elniform

. Act. However, most single-state acts were originally introduced

before the promulgation of the Uniform Actin 1955. Since then,
most states introducing a comprehensive abandoned property
law have enacted legislation purporting to be the Uniform Act,
or containing the basic structure and some of the basic wording
of the Act. Exceptions are Kentucky, Ky. Rev. Stat. ch. 393
(1963); Alaska, Alaska Stat. §§ 0g.50.070 to .50.160 (1962),

and possibly Texas, Tex. Rev. Civ. Stat. Ann. arts. 3292a, |

3273 {Supp. 1964). Delaware’s individual act tock effect in
1955. Del. Code Ann. tit. 12, §§ 1130-1194 (Supp. 1964).
The property classifications and the procedures set up in the
Uniform Act were considered to be well thought out, easily
administrable, and fair to holders, owners, and the state. Come-
pare Mass, Gen. Laws Ann. ch. 200A (1958), introduced in
1950, which puts holders to the trouble and expense (although
later reimbursed) of giving all notice and making all sales, with
court proceedings frequently required. Moreover, the Uniform
Act is itself based on the original ideas of such pioneering stat-

utes as the New York Abandoned Property Law, introduced in

1943.

Existing procedures in other states are far from uniform. In
New Hampshire, for example, state custody 2nd escheat of in-
active bank accounts is a fairly complex process of court

hearings and private publications of notice. N.H. Rev. Stat. Ann. -

§3% 386:24 to :30 (1955). On the other hand, a totally volun-
tary and unenforceable procedure covers almost any other situa.
tion. N.H. Rev. Stat. Ann. §343:10 (1953).

The eventual escheat provided in the proposed statute sats it
apart from the Uniform Act, which is a purely “custodial” statute.
Unclaimed property statutes are generally classified as custodial,
escheat, and combined custodial-escheat (the type wsed here).
Some states provide immediate escheat for some classes of per-
sonal property and a period of custody for others. Each type of

_ statute has its advantages and disadvantages.

In the combined custodial-escheat statute, the state is enabled
to close its books on a great amount of received property and to
consider the property its own, free from a contingent Liability of
uncertain scope. Still, the owner is protected because this advan-
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tage is achieved only after thirty years during which the person
entitled to the property has made no claim to it.

Disadvantages of a custodial-escheat statute, as compared with
a pure custodial statute, are as follows: '

(x) The administrative expense involved in a combined
statute is greater than that connected with a pursly custodial
statute, because of additional court costs, mailings, and publica-
tions, and the transfer of property from the treasurer’s custodial
rolls to escheat rolls. .

{2) The degree of uniformity saﬁght in the custodial Uni-
form Act, the basic structure of which has been otherwise used
in this statute, is reduced by provisions for escheat,

(3) From the viewpoint of owners of unclaimed property,
a statute which keeps the books open for claims indefinitely is
preferable to a law under which the owner eventually loses all
right to his property. _ '

In the opinion of the draftsmen, 2 combined custodial-escheat
statute with fairly long periods before custody and escheat rep-
resents a safe venture. Much of the administrative expense in-
volved can be charged against property collected under the statute.
Owners have 30 years to assert a claim for their property, either
to the holder or the state. Other states seeking to take property
from the situs state are given, it is felt, sufficient time to act.
Finally, nationwide uniformity is not likely in any event, because
the states with their own individual abandoned property laws
show nio signs of 2 willingness to switch to the Uniform Act.
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THE STATUTE
Part I. Snort TiTLE AND DEFINITIONS

SEcTiON 101. Short title. [CCP §1500]
This Act may be called the “Unclaimed Property Law.”

SECTION 102. Definitions. [CCP § ISNJ
{a) “Banking organization™ means any nationsl bank, state
bank, savings bank or institation for savings, trust company, bank.
ing company, depository, and all similar organizations. '
{(b) “Business association” means any private corporation,
joint stock company, business trust, partnership, or any associs-
tion of two or more individuals for business purposes. :

(¢) “Escheat” (except in section 403) .means the presumption
of abandonment of property, followed by:
(1) immediate proceedings for the taking of tide, or
{2) the required delivery to the State followed by immedi.
ate proceedings for the ‘taking of title, or
(3) perpetual State custody of the property, or
(4) 2 period of State custody foliowed by proceedings for
the taking of title.
.(d) “Financial organization” means any building 2nd loan
association, federal savings and loan association, credit union,
small loan company, investment company, and all similar organi-

_zations.

{e) *“Holder” means any person in possession of property sub-
ject to this Act belonging to another, or who is a trustee in the
case of 2 trust, or is indebted to another on an obligation subject
to this Act.” :

(f) “Life insurance corporation” means any association or

‘corporation transacting the business of insurance on the lives of

persons or insurance appertaining thereto, including, but not lim-
ited to, endowments and annuities.

(g) “"Ovwmer” means a depositor in case of a deposit, a bene-
ficiary in case of = trust, a creditor, claimant or payee in case of
other choses in action, or any person having a legal or equitable
interest in property subject to this Act, or his legal representative.

(h) "Person” means any individual, business association, gov-
ernment or political subdivision, public corporation, public auv-
thority, estate, trust, two or more persons having a joint or
common interest, or any other legal or commercdial entity.

(i) “Property’ means tangible personalty located in this State,
and all intangible personalty.

(i) “Utility” meaas any person who owns or operates for pub-
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lic vse any Elant, equipment, property, franchise, or license for
the transmision of communications or the production, storage,
transmission, sale, delivery, or furnishing of electricity, water,
steam, or gas. _ . -

Coamment

The definitions of this section are designed to conform with and
to take advantage of the rules set forth in Texas v. New Jersey.
The definition of “banking organization” enlarges the Uniform
Act's category of “banking organization” to include national
banks. Montana, Mont. Rev. Codes Ann. § 67-2201 (Supp.
1965), and Utah, Utah Code Ann. § 78-44-1 (Supp. 1963), also

" make this change. There is  question raised i this area pertaio-

ing to the state's authority to escheat funds held by & national
bank. The source of this question is First National Bank v. Cali-
fornia, 262 US. 366 {1923),in which a California statute pro-
viding for immediate escheat was held ineffective as against such
funds. Although not overruled by Andersox Narl Bank v. Luc-
kett, 321 US. 233 {1944), the latter case, in permitting Ken-
tucky to take custody of funds held by a nationsl bank, distin-
guished the former case on the basis that Kentucky's laws
provided for a custodial period followed by a determination that
there was “abandonment in fact” before escheat could occur
whereas the California statate provided for immediate escheat
on the basis of presamed abandonment. The proposed statute
should fall within the protection of the #nderson decision. There
is a Afteen year custodial period followed by the formal escheat
proceedings of section 403 before escheat can occur. Although
ther¢ remains a possibility that First National Bank v. California,
supra, could be cited to defeat the proposed statute as it applies
to national banks, “it would appear that the Andersox Nar'l. Bank
case, in effect, removed.-practically all restriction on the state’s
power over abandoned bank depasits.” Sentell, 4 Strdy of
Escheat and Unclaimed Property Staiutes 114 (1962).

Because Texas v. New Jersey eliminated any need for the es-
cheating state to have jurisdiction over the holder, the language
in the definitions previously making such jurisdiction a prerequisite
to action under this act has been deleted from the definitions of
“banking organization,” “financial organization,” “life insurance
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corporation,” “utility,” and all sections of the act which had a
“'contacts™ requirement. Rather than adopt the “contacts” rule,
which the Supreme Court felt would leave in permanent turmoil
a question which should be settled once and for all, the Court
decided to delineate a clear rule which would “'govern all types
of intangible obligations like these.” Texas v. New Jersey, supra,
at 678. Accordingly, now even in the absence of traditional “con-
tacts” between the state and the holder, the state can escheat prop-
erty owed to a person whose last known address, as shown on the
books of the holder, is in this state. The Court candidly admitted
that the rule adopted was not dictated by constitutional considera-
tions and that any of the several rules urged by the various in-
terested states could have been adopted consistent with
constitutional requirements. {Query: does -original action juris-
diction make any resulting decision of the Supreme Court “con-
stitutional”?)  “It is fundamentally a question of case of
adniinistration and of equity.” Texas v. New Jersey, supra, at
683. . .

A definition of “‘escheat” has been added to make clear that in
most cases this term refers to all types of laws pertaining to
abandoned property. In part this is necessitated by references to
the abandoned property laws of other states which may provide
for immediate escheat (in the narrow, specific sense}, a purely
custodial plan, a custodial-cscheat arrangement, or some variation
thereof. Thus, unless the context otherwise requires, “escheat”
is used in a broad sense in both the statute and the memorandum.

The definition of “property” has been fimited to tangible per-
sonalty located in this state and all intangible personalty wherever-
located. This change was necessary because of the statement of
the Supreme Court in Texas v.'New Jersey, supra, that *“[w]ith
respect to tangible property, real or personal, it bas alway been
the unquestioned rule in 2)l jurisdictions that only the State in
which the property is located may escheat.” Aw677.

The definition of property does not, however, include realty.
Several reasons prompted this decision. Property in decedents’
estates is not made subject to this act, thus, the most likely case in
which realty might be involved is excepted. Furthermore, there is
2 question whether realty can ever be deemed “abandoned” in
the sense of, and with the consequences inherent in, the proposed

statute. “The general rule is that the legal doctrine of divestirure

of title to property by abandonment is not applicable as to real

property where the state has passed a perfect legal title thereto.”

. ¥'Am. Jur. 2d Abandoned Property §13 (1962); Sowles v.
‘Minot, 82 Vt. 344, 73 Atl. 1025 {1909). "A legal title per-

fected into a grant or vested by deed or by judgment may never

. be lost by abandonment.” Goldman v. Quadrato, 142 Conn. 398,
114 A.2d 687 (1953). s
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Parr II. PRESUMPTION OF ABANDONMENT

SECTION 201, General conditions precedent to fhe presumplion k
of sbandonmens. [ e :

Unless otherwise provided, inta:igible personal property is
subject to a presumption of abandonment under this Act if the
appropriate conditions leading to a presumption of abandonment i

as described in sections 202 to 210 of this Act are satisied, and
if: - |

(%) the last known address of the owner appearing on the
records of the holder is in this State, whether or not the holder:
(1} is domiciled in this State or is engaged in or transacts
business in this State, or :
(2) if 2 court, public corporation, public avthority, or pub-
lic officer, is a court, public corporation, public authority, or public
officer of this State or a political subdivision thereof; or :

(b} no address of the owner appears on the records of the
holder, and the holder is: T
(1) domiciled in this State, or .
{2) a court of this State, or
(3) =2 federal court within this State, or .
(4) = public corporation, public authority, or public officer
of this State or a political subdivision thereof: or

(c) the last known address of the owner appearing on the
records of the holder is in another state, and such other state
makes no provision in its Jaws for the escheat of such property,
and the holder is: -

{1) domiciled in this State, or

(2) a court of this State, or :

(3) a federal court within this State, or

(4) a public corporation, public authority, or public officer
of this State or a political subdivision thereof.

Conment

‘This section sets forth three rules—one of which must be satis-
fied before a state can even consider escheating intangible per-
sonal property under any of the following sections. Tangible
personalty may still be escheated if it is located in this state and
meets-one of the appropriate tests set out in sections 202 through
210 of this act. This section is simply Texas v. New Jersey in-
corporated into the proposed statute. The statute thus provides
for'the widest possible assertion of the state’s power to escheat
property under the Supreme Court decision.

- Subsection (a), the primary rule set down by the Court, pro-
vides for escheat of abandoned property by a state on the sole
basis that the owner's last known address, as shown on the holder's
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records, is in that state. Subsections {b) and {c) allow escheat
by the domiciliary state of the holder, subject to later escheat by
another state (see section 404), ander the conditions specified
in those subsections.

The primary riffe gives some states many opportunities for es-
cheating property never before contemplated. Apparently all
wraditional “contacts” tests with the holder have been aban-
doned—thus states may claim property held by any corporation in
the United States, just so long as the owner's last address as
shown by the corporation’s books is in the escheating state. (How-
ever, jurisdiction over the holder may still be a separate problem
for -enforcement purposes—see section 602.) Moreover, by
subsection (a) (2) it is made clear that this same test—last

known address of the owner—applies to courts, public corpora-
tions and officers, so that again the location of such court or pub-
ke body is irrelevant.

For the purposes of subsections {b) and {c), providing for
escheat by the state in which the holder is domiciled, “domiciled
in this state” is meant to include courts, public corporations and
public officers of this state—however strange it may seem to speak
of these entities as being “domiciled” in a state.
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SECTION 202. Property held by banking or financial organizations,

. The following property held or owing by 2 banking or financial
- organization is presumed abandoned:

(a) Any demand, savings, or matured time deposit made with
a banking organization, together with any interest or dividend
thereon, excluding any charges that may lawfully bc withheld,
unless the owner has, within fifteen years:

(1) increased or decreased the amount of the deposit, or
presented the passbook or other similar evidence of the deposit
for the crediting of interest; or

{2) corresponded in writing with the banking organization
concerning the deposit; or

(3) otherwise indicated an interest in the deposit as evi-
denced by a memorandum on file with the banking organization.

{b} Any funds paid toward the purchase of shares or other
interest in a financial organization, or any deposit made therewith,
and any interest or dividends thereon, excluding any charges that
may lawfully be withheld, unless r.hc owner has, within fifteen
years:

" (1) increased or decreased the amount of the funds or de~
posit or presented an appropriate record for the crediting of in:
terest or dividends; or

{2) corresponded in writing with the financial organization
concerning the funds or deposit; or
#(3) otherwise indicated an interest in the funds or deposit
as evidenced by a memorandum on file with the financial organiza-
tion. _ ,

{c) Any sum payable on certified checks or on written instra-
ments on which a banking or financial organization is directly
liable, including by way of illustration but not of limitation certifi-
cates of deposit, drafts, and traveler's checks, that has been out-
standing for more than fifteen years from the date it was payable,
" or from the date of its issuance if payable on demand, unless the
owner has, within fifteen years, corresponded in writing with the
banking or financial organization concerning it, or otherwise indi-
" cated an interest as evidenced by a memorandum on file with the
banking or financial organization.
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(d) Any funds or other property removed from a safe-deposit
box or any other safckeeping repository on which the lease or
rental period has expired due to nonpayment of rental charges
or other reason, excluding any charges that may lawfully be with-
held, that have been unclaimed by the owner for more than fifteen
years from the date on which the lease or rental period expired.

Comnent

e ]

"This section adopts section 2 of the Uniform Act almost with.
out change. The subject matter covered, unclaimed property held
by banking or financial organizations, is one commonly covered by
statute, whether part of any uniform law or not. At least thirty-
six states provide for capture of dormant bank accounts, and
many provide for the capture of tangible and intangible personal
property taken from safe deposit boxes. )

One change, carried uniformly through all sections of the pro-

posed act, first appears in this section. The period necessary for
the subject property to be presumed abandoned is suggested to
be fiftcen years rather than seven as used in the Uniform Act.
Several reasons prompted the change, Comments to the Uniform
Act suggest that states may well wish to change this provision
and that it does not decrease the effectiveness of the Uniform Act
to do so. Commissioners’ Note, A Uniform Laws Ann. 420
(196¢). Almost every adopting state lengthens this period; and
at least half of thesc states use the suggested fifteen year period.
The proposed act only presumes property abandoned after fifteen
years of inactivity; another fifreen year periocd must run before
the property escheats. Fiftcen years is used in every section ex-
cept section 206 for the sake of achieving uniformity in treating
different types of property and making the act simpler and more
understandable to holders of property. ' :
The tests for deciding whether property is abandoned are
similar throughout the act and are mainly three: 2 lack of activity
in relation to the account or other property, written correspond-
© ence concerning the property, or other interest as indicated by
written memoranda, ' '

A
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SECTION 203, Uncliime funds held by lif. fnsurance corparge

ions. feew /502

All moneys held and owing by any life insurance corporation to
an insured or annuitant, or other person entitled thereto, shali be
presumed abandoned if unclaimed and unpaid for more than &f.

teen years after the moneys became due and payable, as estab-.

lished from the records of the corporation under any life or
endowment insurance policy or anauity contract which has ma-
tured or terminated. If it is not definite and certain from the
records of the corporation what Person is entitled to the funds,
it is presumed that the Jast known address of the person entitled
to the funds is the same as the last known address of the insured
Or annuitant according to the records of the corporation. A life
insurance policy not matured by actual proof of the death of the
insured is deemed to be matured and the proceeds thereof are
deemed to be due and Payable if such policy was in force when
the insured attained the limiting age under the mortality tahle on
which the reserve i based, unless the person appearing entitled
thereto has, within the preceding fifteen years, {(a} assigned, re-

adjusted, or paid premiums on the policy, or subjected the policy .

to loan, or (b) corresponded in writing with the life insurance
corporation concerning the policy. Moneys otherwise payable ac-
cording to the records of the corporation are deemed due and

Payable although the policy or contract has not been surrendered
a8 reguired,

Corrrent

This section is the counterpart of se-ctiop 3 of ‘thﬂ.: l{m.fcrm Act.
The only point meriting special mention is the jurzsdgctmn:l test.
The Uniform Act provides for this type of property, as the f]:'o-
posed act does for all types of property in section 201, that
escheat may occur if “the last known’ a.ddrc-ss of tl:f. owner, ap-
pearing on the records of the holder, is in this state.” This :i:m:;
ideal, as it spreads over all the states the proceeds to bc_ realiz
from this area. But states like New York, where ma.ny_mfuz:anccl
companies are incorporated, have adopted Ot.hlﬂ' ]ur:sdlc_tllc:m
tests—thus giving rise to the problem of multiple state escheat
claims. This problem was resolved by Texas v. New Jerl'éey,
supra, in favor of the test adopted i:} the proposed act. b CI}F
York will undoubtedly have to amend its law. See Section 11 o
this memorandum,

RS




Secrion 204. Deposits and refunds held by utilities. [ e

The following funds beld or owing by any utility are presumed
abandoned: _

{a) Any deposit made by 2 subscriber with a utility to secure
payment for, or any sum paid in advance for, utility services to be
furnished, less any lawful deductions, that has remai!'u:.d unclaimed
by the person appearing of the records of the utility to be eo-
tifled thereto for more than fiftecn years after the terminafion of
the services for which the deposit or advance payment was made.

{b) Any sum which 2 utility has been ordered to rcfuz.zd and
which was received for utility services rendered, together w1th_any
interest thereon, less any tawful deductions, that has rcmal.n.ed
anclaimed by the person appearing on the records of the utility
to be entitled thereto for more than fifteen years after the date
it became payable in accordance with the final determination or

order providing for the refund.

Comment

The only change in this section from the Uniform Act is to
climinate the “‘contacts” requirement as formerly contained in
the “in this state” language of section 4 of the Uniform Act. See
also Section 11, supra. Total reliance is thus placed on the three
rules of section 201, :

SECTION _éos. Undisiributed dividends . 4 distributi
) .
ness associations. [CoP § B0t and distributions of busi-

Any stock or other certificate of ownership, or any dividend,
profit, disu:ibution, interest, payment on principal, or other sum
heId. or owing by a business association for or to 2 shareholder
certxﬁcat’e_ ifolder, member, bondholder, or other security ho!der,
of a participating patron of a cooperative, who has not claime&
it or co::rcsponded in writing with the business association con-
cermng it within fifteen years after the date prescribed for pay-
ment or delivery, is prasumed abandoned. i

Gomment

fAﬂ‘:} in section 204, the change in this section is an climination
of the jurisdictional tests proposed by the Uniform Act. The
problem of possible escheat by several states is setiled by Texas

RS New Jersey, supra, at the expense of states in which many cor-

p-_:aratiorm are incorporated, by adopting a rule which, in effect
emphasizes population. Stdndard Gil Co. v. New Jersey 34;
11.8. 428 (1951}, 3s thus overruled. '
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SECTION 206. Property of business associations and banking or
financial organizations held in respect of dissolution. [ CC.P 7> w5 J

All property distributable in the course of a voluntary or ine
voluntary dissolution or liquidation of 2 business association, bank-
ing organization, or financial organization that is unclaimed by
the owner at the date of final dissolution or liquidation is pre-
sumed abandoned.

Cormanct

This section adopts the category of property covered by sec-
tion 6 of the Uniform Act. It changes the point in time at which
the property is presumed abandoned. Presently, under some law,
e.g., NJH. Rev, Stat. Ann. §§ 294:97 to :98 {1955}, a corpora-
tion may exist for three years after the court decree is issued
which dissolves such corporation, for the purpese of winding up
its business and distributing its property. The end of this three
year period or the time when the actual and final dissolution or
Liquidaticn occurs, whichever is first, appears to be a convenient
and rcasonable time at which to presume the property abandoned.
With this test no problems of custody, storage, or maintenance
of the property will arise solely because of this act, as might have
been the case under the Uniform Act’s test, '

In accord with the Texas v. New Jersey decision the “con-
tacts” tests of the Uniform Act have been eliminated.

Secrion 207, Property held by fduciaries. [CC1 375 0k]

All property and any income or increment thereon held in a
fiduciary capacity for the beneht of another person is presumed
abandoned unless the owner has, within fifteen years after it be-
‘comes payable or distributable, increased or decreased the primfi—
pal, accepted payment of principal or income, Icorrcspozfdcd in
writing concerning the property, or otherwise indicated an interest
as evidenced by a memorandum on file with the hduciary.

o Comuent X
Various alternative “contacts” requirements contained in the
Uniform Act are eliminated from this section, thus adopting the
tests of section 201. :

M
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SecTION 208. Property held by courts and public officers and
_agencies. [ << 1567 .?___

All property held for the owner by any court, including a fe:_i-
eral court, or any public corporation, public authority, or public
officer of any state or a political subdivision thercof, that has re-
mained unclaimed by the owner for more than fifteen years is
presumed abandoned.

C omms 1t ‘

"This section is essentially section & of the Uniform Act, but in
addition, the proposed act covers tangible personalty and also
subjects property held by federal courts within the state to the
provisions of the act. There is precedent for such a change. Utah
Code Ann. §75-44-8 (Supp. 1963), and Va. Code Ann. §53-
210.9 {Supp. 1964) specifically include federal courts within
the states. The Supreme Court has held that states have this
night. U.S. v, Klein, 303 U.S. 276 (1938). See annotations, g3
L. Ed. 1093 {1950}, 7 L. Ed.2d 871 {1961). )

Another change in this section eliminates the “contacts™ test.
In so doing, the scope of this section becomes very broad—includ-
ing every court, public corporation, authority or officer of any
state, and political subdivisions thereof. Althongh this seems to
be the scope permissible under the Supreme Court rule, the prac.
tical difficulties of enforcement and the legal intricacies involved
may persuasively argue for limiting this section, cither in- the
statutory language itself or as the act is administered, to courts,
public officials or agencies and political subdivisions which are
part of, or located in, this state.

If so limited, enforcement becomes less of a question. A
state's own courts should be no problem; however federal courts
located even within the state are 2 difierent matter. Can a state
g0 to another federal court of equal authority or must it gotoa
superior court—possibly the Svpreme Court? The problem is
compounded when, as in the proposed statute, a state tries to
reach property held by every court and public authority in every
state. In trying to reach such property, 2 state may find itself
bringing numerous original actions in the Supreme Court. How-
ever, although the Supreme Court has original jurisdiction in
suits involving states s a party, such jurisdiction is not necessarily
exclusive. Thus resort may be had to lesser federal courts and
even state courts. ‘But in any case where a state is dissatisfied with
the results of its efforts in such courts, review may be secured in
the form of an original action in the Supreme Court. Should this
burden on the courts become too great, another rule regulating
this category of holders could be expected. These questions are
actually posed by the Texas v. New Jersey decision rather than
answered. : ¢

The seriousness of this problem could be greatly reduced if a
" majority of the states adopted a provision like that proposed in
section 602({d). Such a reciprocal provision would make the at.
torney gencral of each state the agent of the other states. See
section 602 and the related discussion.

2




Secrion 20y, Unclaimed property held by the federal govern-
ment, LCCpeg 00 = S 7

[From the eflective date of any law epacted by the federal
government providing for the discovery of unclaimed property
held by the federal government and for the furnishing or availa-
bility of such information to the states,} [A1 property, including
choses in action in sums certzin and 2zl debts owed, entrusted
funds, or other property held by the federal government or any
agency, offcer, or appointee thereof, is presumed abandoned only
if the last known aduress of the owner is in this State and the
property has been unclaimed for fifteen years. The federal gov-
ernment or a government officer or appointee thereof may deduct
from the amount paid or delivered to the State Treasurer the pro-
portionate share of the actual and necessary costs of examining
such records and reporting such information. This State shall
hold the federal government harmless to the extent of the value
of any property so paid or delivered from any claim which then
exists, or which thereafter may arise, or be made in respect to
property delivered to the State Treasurer by the federal govern-
ment.

€ ot

e ]

This section has no counterpart in the Uniform Act.. However,
several states have provisions pertaining to this class of property.
Kentucky flatly subjects such property like any other class to the

"pro:visions of the act. Ky. Rev. Stat. Ann. §3¢3.068 {1963).
California has a statute, in addition to the Uniform Act, in many
ways like the Uniform Act but pertaining only to federally held
property. Cal. Civ. Proc. Code §$1600-1615 (West Supp.
1964). No cases have been litigated under these laws; if there




are problems or objections in this area, they are yet to be tested.

Interest by the states in this class of abandoned property is
understandable, considering the potential source of revenue in-
volved. One obscrver reports that it has been estimated that the
value of the unclaimed property held by the federal government
amounts to about five billion dollars. Sentell, 4 Study of Escheat
and Usnclaimed Property Statntes 71 {1962},

The problem concerning this elass of property is that of dis-
covery. Presently the states have no means of determining what
property is held by which part of the federal government; noris
the federal government required to disclose such information. If
and when federal laws are passed providing for such disclosure,
this class of abandoned property may well be one of the most im-
portant in terms of revenue reahzed. .

The proposed subsection prescnts alternative approaches to this
problem. If the bracketed part is deleted, then the proposed sub-
section is Itke Kentucky’s.. Federally held property is just an-
other category of property presently subject to the act. Should
the states learn of property being held by the federal government,
or should informal disclosure procedures be established by agen-
cies of the federal government, the states could proceed immedi-
ately to take custody of the property presumed abandoned. If
the bracketed part is included, any activity by the state concerning
this class of property is necessarily delayed until formal enactment
of laws by Congress providing “for the discovery of unclaimed
property held by the federal government, and for the furnishing
of such information to the states.” _ :

It should be noted that the word “only” is used in stating the
jurisdictional test to make it clear that the state will escheat prop-
erty held by the federal government only when the last known
address of the owner is in this state. Since the federal government
is not really domiciled in any state, it will be left to other statutes
or decisions to dispose of property within the scope of the excep-
tions {section 201 (b} and 201{c}} to the court’s primary rule
which is made the sole jurisdictional test for this section.

JURY
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SECTION 210. Other propersy held for another person. [ CCHF / So8 J

Alt property not otherwise covered by this Act, including any
income or increment thercon and deducting any lawful charges,
that is held or owing in the ordinary course of the holder’s busi-
ness and has remained unclaimed by the owner for more than

fifteen years after it became due, payable, or distributable is pre-
sumed ahandoned. :

Comment

This omnibus section of the propused act is essentially t_hc
omnibis section ¢ of the Uniform Act,-cxcept that once again
the requirement of contacts in the cscheating state has been climi-
"nated pursuant to Texas v. New Jersey, supra.
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Part [ IDENTIFICATION AND DISPOSITION OF

AsANDONED PROPERTY o Cexpad)

e 15 cI(po i

SECTION 301. Report of abandoned properiy. CG'CP §% ;,z ‘! 2523 Lpertt d

{a) Every person holding funds or other property, tangible or

intangible, presumed abandoned under this Act shall report to

the State Treasurer with respect to the property as hereinafter

© provided.

(b} The report shall be verified and shall include:

(1) the name, if known, and last known address, if any, of :
each person appearing from the records of the holder to be the e iTIe fﬁ-}-(’
owner of any property of the value of [ten] dollars or more pre- I ¢
sumed abandoned under-this Act;

(2) in case of unclaimed funds of life insurance corpora-
tions, the full Hame of the insured, annuitant, or beneficiary and
%is last known address appearing on the life insurance corpora-
tion's records; } :

(3) the nature and identifying number, if any, or descrip-
tion of the property and the amount appearing from the records
to be due, except that items of value under {ten] dollars each
may be reported in the aggregate;

(4) except for any property reported in the aggregate, the (5 J
date when the property became payable, demandable, or return- [(_C o 15 4]
able, and the date of the last transaction with the owner with re-
spect to the property; and '

(5). such other informagion as the State Treasurer pre- (¢
scribes by rule as necessary for the administration of this Act. '

[cem 150 (el ]

o g0 (800

_ {¢) 1f the holder is a successor to other persons who previously (o d
held the property for the owner, or if the holder has changed his [C. ce %1°
name while holding the property, he shall file with his report all
prior known names and addresses of each holder of the property.

. (d) The report shall be filed before - [November 1] of each i
year as of [June 30] next preceding. The State Treasurer may = {ec?
postpone the reporting date upon the written request of any per-

son required to file a report. - :

15 in {'-"J)J

() 1f the owner’s claim has not been barred by the statute of
limitations, the holder shall, before filing the annual report, com- CC( ¥
municate with the owner by first class mail at his last known
address, if any such address is known or may be ascertained by
due diligence, setting forth the steps necessary to rebut the pre-
sumption of abandonment.

(f) Verification, if made by 2 partnership, shall be executed by
a partner; if made by an unincorporated association or private [({_ g
corporation, by an officer; and if made by a publi¢c corporation,
by its chief fiscal officer. _

(g) The initia} report filed under this chapter shall include all  ~ o544~
property as to which the time period resulting in a presumption - i )
of abandonment under the terms of this Act commenced running .
on or after [Jan. 1, 19—~].

sy led.
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(h) The State Treasurer shall boer o womanest saeard of T7.¢?P ,g‘f"l{dipwﬂ
all reports submitted to him. -

_ (i) The State Treasurer or any person or agency designated by
him may at reasonable times and upon reasonable notice examine (7 22 (4sF
the records of if he h i gev 15
ords of any person if he has reason to believe that such per- ’:mﬁ.-s:r*J

son has failed to report property that should have been reported
pursuant to this Act.

Comment ‘ ,
This is section 11 of the Unitorm Act with only minor modifi-
cation. Section 23 of the Uniform Act is incorporated into this
section, since it seems closely related to the other parts of the sec-
tion. In broadening the permissible scope of applicability of this
act, Texas v. New Jersey also complicated much of the adminis-
trative procedure needed to be set up in the act. The best example
may possibly be found in this section, requiring the reporting to
the appropriate state treasurer of property deemed abandoned
under its laws. For just as one can require such reporting, so
can every other state in the union—and every statute may estab-
lish different procedures, times, and forms. Thus the reporting
obligation of a corporation operating in many states may impose
a heavy burden on interstate commerce. Although probably 2
justifiable hindrance, everything possible should be done to mini-
mize this burden. ' A uniform reporting procedure would be a
great improvement. Should such a statute be proposed, every
state should of course amend its reporting requirements accord-
ingly. However, since the reporting requirements proposed in
this act are drawn from the Uniform Disposition of Unclaimed
Property Act, it is entirely conceivable that any proposed uniform
reporting procedure would closely follow that already in this
proposed act. Several parts of this section merit special comment.
Subscctions {b) (1)} and {b) (3) are the source of a problem
discussed more fully under section 302, infra. This problem s
one of two major constitutional objections raised against the Uni-
form Act—that dispensing with notice to the last known owners
of property of any value violates the due process clause of the
Fourteenth Amendment. Under an act of our type, where custody
teads to final escheat, the problem is compounded. This problem
of notices ariscs because of practical necessity, as is indicated by
subsections (b} (1) and {b)(3}. To require notice by the state
to owners of all property notwithstanding its value, holders
would have to report to the state alt known names and addresses
of owners. For some holders, such as banks, who hold many small
amounts, this would be a great burden. Moreover, the proceeds
realized by the state would not justify the expense involved—
there being a distinct possibility that a particular daim would re-
sult in a net loss to the state. The same constitutional problem
arises no matter what minimum dotlar value is chosen as the point
at which the reporting of known names and addresses is no longer
required. Accordingly, although the Uniform Act uses three dol-
lars, many states use a higher dollar value, twenty-five being com-
mon but fifty being the maximum. Ten dollars is used in the
proposed act as a compromise, but the figure is certainly open to

Zé
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change. In {3), holders are avthorized to report such items in
the aggregate rather than individuaily, This is meicly an exicn-
sion of (1), since individual names and addresses are not re-
ported.

An alternative solution to this problem is available but not
recommended, since a constitutional test of this aspect of the act
is not likely, and the outcome under the proposed act is far from
certain. [However, ta avoid the constitutional problem which re-
sults from not reporting names and addresses of owners of prop-
crty of less than ten dollars in value, a state could simply elect
not to take custody of, or eventually escheat, such amounts. This
would violate the objective of preventing windfalls to holders, and
could prove to be a material windfall to those holders who, if
complete reporting of names were required, would be unduly
burdened. Avoiding either undesirable cffect, i.e., a windfall or
undue burden, scems to Justify the constltutaonal nsk involved in
the recommended statute.

Subsection {d} provides for the time when reports must be
filed. Such dates may be changed to meet specific situations in
various states unknown to the draftsmen. For example, if other
reports are required of particular types of businesses, it may be
desirable to have the time for filing all reports, related in any way,
coincide for the convenience of the businessman making the report.
However, it should be remembered that pationwide uniformity
in the reporting requirements would be of the greatest benefit to
businesses required to report to two or more states.

Subsection {e) requires that the holder communicate with the
owner if reasonably possible. This subsection requires greater ef.
fort on the part of the holder than does the corresponding part
of the Uniform Act. Such contact is deemed desirable to avoid,
if possible, the constitutional objections to taking property without
due process of law through lack of notice. This section makes no
exception for minimum dollar amouats. Thus 2 holder must
try to notify by mail any owner whose pame and address are
known or can be discovered with due diligence.

Subsection {g) regulates how much property must initially be
reported. By omitting this section, a fair interpretation of the
statute would be that all property must be reported upon which
the period of time resulting in the presumption of abandonment
had run by the effective date of the act. Rather than accept this
solution, which presents practical difficulties for conscientious
holders, the draftsmen recommend that the bracketed date be
made to read Jznuary 1 of the twentieth year preceding the year
in which the act becomes effective. Thus, any property which by
the terms of the proposed act has been presumed abandoned for
more than five years would not be reported.

States which have adopted provisions similar to the proposed
subsection (g) have chosen various periods of time beyond which
reporting of abandoned property is no Jonger required. In states
where the period for the presumption of abandonment to arise
js fif teen vears, twenty-five years 3s a common period of limitation.
In such states, any property which, by the terms of the proposed
act, has been abandoned for more than ten years would not be re-
ported. The actual period chosen is subject to cach state’s individ-
val preference. 777




SecTION 302. Notice and publication of lists of abandoned prop-
erty, L Ccp 15/:75

(a) Within [120] days from the filing of the report required

- by section 301, the State Treasurer shall cause notice to be

published at least once each week for two successive weeks in a

Rewspaper having general circulation in the county in this State

in which is located the last known address of any person to be

ramed in the notice. If no address is listed, or if the address

- is outside this State, the notice shall be published in the county

~ in which the holder of the abandoned property has his principal
place of business within this State.

(b) The published notice shall be entitled "“Notice of Names
of Persons Appearing to be Owners of Abandoned Property,”
and shall contain: _ ' .

(1} the names in alphabetical order and Yast known ad-
dreésses, if any, of persons listed in the report and entitled to
notice within the county; '

{2) a statement that information concerning the amount or
description of the property and the name and address of the
holder may be obtained by any persons possessing an interest in
the property by addressing an inquiry to the State Treasurer;

(3} a statement that if proof of claim is not presented by
the owner to the holder and if the owner’s right to receive the
property is not established to the holder’s satisfaction within
[65] days from the date of the second published notice, the
abandoned property will be placed not later thau [85] days
after such publication date in the custody of the State Treasurer,
to whom all further claims must thereafter be directed;

(4) a statement that if no claim is filed with the Seate Treas
urer within fifteen years after the cdose of the calendar year in
which any property presumed abandoned under this Act js paid
or delivered to the State Treasurer, the property shall escheat
to the State and all right, title, or interest therein of the owners
will be terminated and all claims of the owners thereto forever
barred.

(c) A copy of the second published notice, in which shall be
included the date on which the notice is to be published, shall be
mailed to the holder on or before the date of publication.

(d) Within [120] days from the receipt of the report re-
quired by section 301, the State Treasurer shall mail a notice
to each person having an address listed therein.

(¢) The mailed notice shall contain:

(1) a statement that, according to a report filed with the
State Treasurer, property is being held to which the addressee
appears entitled;

(2) the name and address of the person holding the prop-
erty and any necessary information regarding changes of the
* name and address of the holder; '

(3) e statement that, if satisfactory proof of claim is not
presented by the owner to the holder by the date specified in the
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published notice, the property will be placed in the custody of
the State Treasurer, to whom all further claims roust be directed.

(4) 2 statement that if no claim is fled with the State
Treasurer within fifteen years after the cdose of the calendar year
in which any property presumed abandoned under this Act is
paid or delivered to the State Treasurer, the property shall es-
cheat to the State and all right, title, or interest therein of the

owners will be terminated and all claims of the owners thereto
forever barred.

Sommant

This is section 12 of the Uniform Act, but with some material
changes. While the Uniform Act was admittedly designed to
minimize administration expense, the proposed section 302 is
" more concerned with avoiding the constitutional objection to the -
act introduced in the comment to section 30L. —

The most important change relating to the constitutional prob-
Yem is the omission of a section of the Uniform Act dispensing
with notice to owners of property of less than twenty-five dollars.
Tt is claimed that escheating the property violates the due process
dause of the Fourteenth Amendment because there is no notice
given the owner at any time of the proceedings. In New Jersey
o. Standard Oil Co., § N.J. 281, 74 A.2d 565 {1950}, a similar
provision of the New Jersey act dispensing with notice to the
owner prior to the escheat of amounts under fifty dollars was
declared unconstitutional. Moreover, this provision of the Uni-
form Act has been held unconstitutional by a New Mexico trial
court. Clovis National Bank w. Callaway, 69 N.M. 119, 364
P.2d 748 (1961). Unfortunately, the decision on this point was
not appealed. However, these cases indicate that a constitutional
objection does exist when the requirement of notice is dispensed
with. The recommended section 302 provides for complete direct
notice and publication within the context of aggregate reporting
as provided by section 3or. By simply omitting the Uniform Act’s
provision, the proposed statute requires mailed notice and publica-
tion by the state for all names and addresses of owners known to
the state. This will include all owners of property of value grearer
than ten dollars and, if reported by the holders, those owners of
property of value less than ten doilars. Notice to all owners is
the only sure way completely to avoid the constitutional objection,
but practical considerations make this undesirable, unless the al-
ternative is adopted which exempts items of property of less than -
ten dollars in value from the provisions of the act, It s believed
that the safeguards provided here and in section jor (direct
communication by the holder) may well be adequate to satisfy
constitutional requirements.

Subsection (c) is an addition to provide the holder with notice
so that he may more casily meet his obligations under this section
and section 303.

29
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SECTION 303. Payment or delivery of abandoned prop:f:y. [&C ptsiz

(a) Every person who has filed a report as required by section
301 shall within twenty days after the time specified in section 302
for claiming the property from the holder pay or deliver to the
State Treasurer all abandoned property specified in the report,
¢xcept that, if the owner establishes his right to receive the aban-
doned property to the satisfaction of the holder within the time
specified in section 302, or if it appears that for some other rea-
son the presumption of abandonment is erroneous, the holder
need not pay or deliver the property, which will no longer be pre-
sumed zbandoned, to the State Treasurer, but in lieg thereof shall
file a verified written explanation of the proof of dlaim or of the

error in the presumption of abandonment.

(b) The State Treasurer may decline to receive any property
reported which he deems to have a value less than the cost of
giving notice or holding sale, or he may postpone taking possession
until a sufficient sum accumulates, Unless the holder of the prop-
erty is notified to the contrary within [120] days after filing the
report required under section 301, the State Treasurer shall be
deemed to have elected to receive the custedy of the property.

Cormant

The proposed section 303 brings together in one section the
provisions found in the Uniform Act in sections 1 3, 22, and 24,
These provisions all relate to the payment or delivery of

abandoned property to the state treasurer and it 3 deerned desir-

able that the provisions be combined,

{CCF 14 1"3—_]
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SECTION 304. Sale of abandoned property.

{2) Al abandoned property delivered to the State Treasurer
under this Act, other than money or securities listed on any estab.
Yished stock exchange, may be sold by him to the highest bidder at
public sale in whatever place in this State or elsewhere that affords
in his judgment the most favorable market for the property in-
volved. The State Treasurer. may decline the highest bid and re-
offer the property for sale if he considers the price bid insufficient.

{b) Securities listed on an established stock exchange may be
sold by the State Treasurer. Any sale shall be at the prevailing
price on that exchange.

{¢)- Any sale of abandoned property, other than money or
securities listed on any established stock exchange, held under this
section shall be preceded by a single publication of notice thereof
at least three weeks in advance of sale in 2 newspaper having gen-
eral circulation in the county where the property is to be sold.

{d) The purchaser at any sale conﬁucted by the State Treas-
urer pursuant to this Act shall receive title to the property pur-
chased, free from all cdlaims of the owner or prior holder thercof
and of all persons claiming through or under them. The State
Treasurer shall execute all docurents necessary to complete the
transfer of title,

{¢) No action shall be brought or maintained by any person
against the State or any officer thereof for or on account of any
transaction entered into pursuant to and in accordance with the
provisions of this section.

Comment o
This is 2 modification of section 17 of the Uniform Act. The
Uniform Act section requires a treasurer’s sale within one year

after the delivery of the property. The proposed section would
allow him greater lecway for discretion based on prevailing

market trends and prices. He does not have to sell, but if he does .

sell, sale under subsection (a} must be in the place offering, in
his judgment, the best market. The draftsmen saw no reason to
confine places of sale to cities in the situs state. Although in
practice most sales probably will be made within the state, there
‘miay arise situations where no in-state city ofiers any market for a
particular item. As worded, the proposed section makes unneces-
sary the Uniform Act’s wording: “He need not offer any property
for sale if, in his opinion, the probable cost of sale exceeds the
value of the property.” That becomes simply one more factor to
be taken into consideration in deciding whether to sell at all.
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The section adds a scparate provision for securitics listed on
an established stock exchange. The new classification is contained
in the California version of the Uniform Act. Cal. Code Civ.
Proc. §1516 (West Supp. 1964). The language in subsection
(b} relating to sale of such stock is a modification of the Cali-
fornia language, which says: “Securitics listed on an established
stock exchange shall be sold ar the prevailing prices on said ex-
change.” The language in subsection {b) makes clear that, as
with the property covered under subsection (2}, the treasurer
does not have tg scll the stock. If in his judgment sale would be
advantageous, it shall be at prevatling exchange prices. There
should be no difficulty in mecting this requirement. The treasurer
can without dificulty open an account with a broker, to whom
ordinary orders may be given. Any broker's commission will be
deducted from the receipts of the sale price received by the state,
but the sale itself would have been at prevailing exchange prices.

Subscction (e) contains the wording of Cal. Code Civ. Proc.

§1516(d) (West Supp. 1964). This was prudently addcd to the
Usiform Act to hold the state harmless in any action brought by
an owner aggrieved by the state sale of what he might consider a
cherished item of personal property.

)
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SECTION 305. Deposit of fzmds fC v i 4

{a) All funds received under this Act, including the proceeds
from the sale of property under section 304, shall be deposited
by the State Treasurer in the [State Treasury], except that the
State Treasurer shall retain at all times in a separate trust fund
the sum of [fifty thousand dollars}, from which he shall promptly
pay all claims allowed as hereinafter provided.

(b) Before making the deposit he shall record the name and
last known address of each person appearing from the holders’
reports to be entitled to the abandoned property and the name
and last known address of cach insured person, beneficiary, or
annuitant, and with respect to each policy or contract listed in the
report of a life insurance corporation, its number, the name of
- the corporation, and the amount due. The record shall be avail-
able for public inspection at all reasonable business hours.

(¢} Before making any deposit in the [State Treasury], the
State Treasurer imay deduet: -
(1) any costs in connection with the sale of abandoned prop-
erty; )
(2) any costs of mailing and publication in connection with
the abandoned property; and
" (3) reasonable service charges.

Comment;

“This section is based on section 18 of the Uniform Act. ‘The
draft provides that all funds, except for a $50,000 fund from
which ctaim payments may be expeditiously made without the nced
for an appropriation, shall go to the state treasury. Another fund
might be chosen td®eceive these moneys. Some states choose the
school fund; Virginia designates the Literary Fund, and North
Carolina, the state university. This is a matter for legislative
determination. '

Subsection (c) lets the treasurer reimburse himself for ex-
penses connected with specific property, the balance being paid
over to the state treasury. This allows records to be kept as to
partof the cost of administering this act, and puts operations to
a large extent an 2 self-sustaining basis.
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Part 1V. Conrricting CLaMS

' -5, 181
SecTiON 401. Claims for abandoned property. {:Z’CP 5% 157! 3! ?J
(a) Any person, not including another state, claiming an in- -
terest in property paid or delivered to the State ‘Treasurer may
file a claim thereto or to the proceeds of the sale thereof within
fifteen years from the last day of the calendar year in which such

property is paid or delivered to the State Treasurer under this
Act. '

(b) The State Treasurer shall consider each claim wi—thin 90
days after it is filed. He shall hold a hearing, if the claimant re-
quests, and receive evidence concerning the claim.

(c) The State Treasurer shall make a written finding on each
claim presented or heard, stating the substance of any evidence
heard by him and the reasons for his finding. The finding shall
be of public record.

(d) The State Treasurer shall pay cach claim allowed without
deduction for costs of notice or sale or for any service charges.

Comment

This section sets forth the procedure for Aling claims to prop-
erty already in the custody of the state for all persons except
other states. In order to incorporate the special standards ap-
plicable to claims made by another state into the statutory claim
procedure, without unduly complicating the procedure for all
other clajmants, it was decided a separate section Was necessary.
Accordingly, section 404 was drafted to set forth the procedure
for claims brought by other states, and states were excepted from
the operation of scetion 401.

Subsection {a), based on section 19 of the Uniform Act,
provides 2 claim period equal to and concurrent with the time
period after which the property is escheated. A 1¢ year period
during which the state has custody of the property is equal to
the peried some states now provide for pre-escheat treasury
custody of court-held funds. Tt is considered of sufficient dura-
tion to protect the interests of owners, considering that the total




period, counting from the time the period leading to presumption
of abandomnent begins to run until the time of escheat, is 30
years in most cases. _

The subsection is drafted to provide a claims period running
from an casily determinable date — the Jast day of the calendar
year in which the property passes to state custody — rather than -
the date the presumption of abandomment arose, or a report was
made to the state treasurer. As drafted, therefore, the section
will often yield a claims period longer than precisely 15 years.
This is 2 further protection for owners,

Subsections (b) and (¢) are modeled after section 20 of the
Uniform Act. A number of states having comprehensive aban-
doned property statutes report that few formal hearings are held
on claims. New York holds such hearings in only three per cent
of refund cases. Sentell, A Study of Escheat and Unclaimed
Property Statutes 72 (1962). Nevertheless, the machinery should
be available to provide all possible safeguards for owners, partic-
ularly because our proposed statute is of the combined custodial-
escheat type. If a claimant requests a formal hearing, he will
bave one. Otherwise, the state treasurer will take the claim under
advisernent and will decide it in accordance with administrative
procedures which he shall have devised. In either case, the state _
treasurer s required to render a decision in writing. This pro-
vides an additional element of fairness to claimants. '

Subsection (d) provides that the successful claimant receive
his property or the sale value of it without charge for the costs
connccted with its keeping or sale. In this respect the statute is
“purely” custodial, with the state acting essentially as a gratuitous
bailee. This is yet another aid to and protection for owners.

In practice, the state probably will suffer no net loss by reason
of this apparent generosity. State abandoned property statutes’
draw into the treasury much more than the state is ever required
to pay out in claims allewed to owners. Even under purely cus-
todial statutes, the state has the uvse, for all intents and purposes
in perpetuity, of large sums it will never have to repay. Arizona,
for example, in the first five years of operation of the Uniform
Act, took in $589,000 while paying out only $85,000. Oregon’s
four-year figures are $542,000 in receipts, only $103,000 in re-
funds. Utah’s figures for four years: $608,000 received; $42,000

. paid out. Sentell, 4 Study of Escheat and Unclaimed Property
Starutes 81-34 (1962).
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SECTION 402. Judicial action upon determination. CCP 3 152 o_j

Any person aggrieved by a finding of the State Treasurer
under section 401 or upon whose claim the State Treasurer has
failed to act within go days after the filing of the claim may filc 2
petition to establish his claim in the {insert appropriate state
court]. The proceeding shall be brought within go days after
the decision of the State Treasurer or within 180 days from the
filing of the claim if the State Treasurer fails to act. A copy of
the petition and a notice of hearing shall be served upon the State
Treasurer, who shall have not less than 30 days within which to
respond by answer. The proceeding shall be tried de novo without
a jury. If judgment is rendered in favor of the petitioner, the
State Treasurer shall make payment as provided in subsection
(d) of section gor.

Commant

This is fundamentally section 21 of the Uniform Act. For the
convenience of the state treasurer, it is suggested that for purposes
of the actions authorized in sections 401 and 402 each state All in
the brackets with the particular name of the appropriate state
court located in the county whercin is located the capital of the
state, ‘

The provision for trial de novo yiclds additional protection for
a claimant. He or the treasurer may make use of any previous
written decision of the treasurer as evidence, but the court is not
to make any presumption in favor of the correctness of such de-
ciston,

This section is 2lso fimited to claimants other than states, since
the procedure for states is contained in section 404. The limita-
tion is achieved by adding "“under section 401" as a limitation to
“person.” Section 401 now specifically excludes states.




SECTION 403. Escheat procteﬁing.l. L MM_?

{2) Within go days after the close of the fifteenth calendar
year after the year in sghich any property presumed abandoned
under this Act is paid or delivered to the State Treasurer, if no
claim therefor has been made and established by any person, not
including another state, entitied thereto, the State Treasurer shall
commence a civil action in the [insert appropriate state court]
for a determination that such property shall escheat to the State;
but if during, and at the expiration of, the 9o days, a final judg-
ment is pending in 2 court action previously brought by a claimant
under section 402, or if a person who has filed a claim to the
property within the period prescribed by subsection (2) of se
tion 401 remains entitied at the expiration of such go days .to
bring a court action under section 402, the State Treasurer shall
commence his civil action after a final court judgment has been
rendered adversely to the petitioning claimant, or after the expira-
tion of the period in which a claimant would be entitled to bring
4 court action under section 402. - The hearing in the action
brought by the State Treasurer shall commence not less than 40
days after the commencement of the action. '

(b) At the time such action is commenced, the State Treasurer
shall cause notice thereof to be published once each week for two
successive weeks in a newspaper having general circulation in
the county in which is situated the last known address-of the owner
according to the records of the State Treasurer, If no address
is listed, the notice shall be published in the county in which the
holder of the abandoned property has his principal place of busi-
ness within the State. Such notice shall be entitled “Notice of
Proceedings to Declare Certain Abandoned Property Escheated
to the State of [ J* and shall include the following
matters:

{1) the name and last known address of the owner;

(2) a brief description of the property;

{3) the name of the prior holder or holders;

{4) the amount or value of the property;

{5) a statement that the property was unclaimed for at
least fifteen years while in the possession of the prior holder or
holders and was unclaimed for fifteen yesrs after it was paid or
delivered to the State Treasurer pursuant to this Act;

(6) a statement that a complaint has been filed in the action
for escheat; .

(7) the place, time, and date of the hearing;

" {B) a direction that unless any person claiming to be en
titled to the property, or his representative, makes daim for the
property in the manner provided in section 401 before the hear-
ing, or appears at the hearing to substantiate his claim, the prop-
erty shall escheat to the State and all right, title, or interest therein
of the owners will be terminated and all claims of the owners
thereto forever barred, '




{c} Also at the time such action is commenced, the State Treas-
urer shall mail to the last known address of the owner according
to the records of the State Treasurer a notice alike in all respects
to the published notice required under the preceding subsection.

~ {d) If no person shall file a claim, or appear at i

su}{stanﬁa:te a claim, or where the court 5!::11 det:hr:ni!:::rgftt:
claxmar-xt is not entitled to the property daimed by him, then the
eourt, 1_5 satnfﬁcd by evidence that the State Treasurer has com-
plied with this Act, shall enter a judgment that the subject prop-
erty has escheated to the State and that all right, title, or interest

therein of the owners is terminated and 3
thereto forever barred. ated and all claims of the owners .

Comment

This section also specifically excludes states from its operation
through the language “not including another state’ in subsection
(a) and “of the owners” in subsections (b) (8) and (d). The
specific exclusion may not actually be nccessary, since any
escheat proceedings can be cffective only as against other persons
and not other states. “{T]he State of corporate domicile should
be allowed to cut off the claims of private persons only, retaining
the property for itself only until some other state comes forward
with proof that it has a superior right to escheat.” Texasv. New
Jersey, supra, at 682, Thus, under this language of the Supreme
Court any attempt by a state to prevent or cut off subsequent
claims by another state under the Texas v. New Jersey cxceptions
would be wholly ineffective, :

This section borrows its basic structure from the similar escheat
provision of Connecticut. Conn. Gen. Stat. Ann. §3-722
{Supp. 1964). It provides a specific escheat procedure, as op-
posed to the present generally-worded law which simply declares




certain kinds of unclaimed property, at the cxpiration of the cus
todial period, escheated to the state. In effect this section gives
an owner further natice of the jeopardy of his property and one
more chance to obtain it, this time solely threugh court proceed-
ings instcad of administrative hearing. However, the escheat
judgment, once rendered, cannot be reopened. To provide for
such reopening upon, for example, z statement that the claimant
had never received actual notice, would vitiate the escheat pro-
vision of this statute,

A civil action for escheat in 2n action in rem. Itis believed that
the provisions for notice in this section are sufficient to meet any .
constitutional due process requirements, where names of owners
are known to the state. Here again, however, where small sums
reported in the aggregate are involved, there can be no notice,
and the section, as do sections 301 and 302, risks unconstitution-
ality for considerations of ease and expense of administration.

Whéreas Connecticut provides only for notice by publication
within the state, this proposed section once again requires a state
mailing of notice to the last known address of the owner, whether
within or without state boundaries.

It should be noted that subsection (a) delays the treasurer in
beginning his estheat action in two situations. Section 402 may
operate so that a claimant filing at or near the end of the claims
period will have 180 days thereafter to file his own action if the
treasurer docs not render a decision on his claim, or go days if
the treasurer does act adversely. Also, a court action brought by
the daimant either before or after the expiration of the claims
period might not have come to final judgment within go days after
the close of the fifteenth year after the state received the property.
It would be unfair to let the state treasurer interfere with these
rights by precipitating an escheat action, particularly because the
claimant may not be the owner named in the state records and so
might receive no notice of the escheat proccedings.

As drafted, the section produces a custodial period that often
will be longer than the minimum 1§ years. From delivery to
commencement of the escheat action, the period could be as long
as 16 years, 89 days. The casc of administration provided by an
end-of-calendar-year date from which the custodial period begins
makes the Tonger period worthwhile. Moreover, the scction al-

lows the state treasurer to bring virtually afl his escheat actions
which date back to a given year at the same time,




SECTION 404. Claims by other states. f New 7

{a) At any time after property has been paid or delivered to
the State Treasurer under this Act, and notwithstanding any de-
cree by any court of this State under section 403 that such prop-
erty is escheated to this State, any other state shall be entitled to
present to the State Treasurer a claim that such other state hn
a superior right to escheat such property because:

(1) although no address of the owner of the property ap-
pcared on the records of a holder domiciled in this State, includ-
ing a court of this State, a federal court within this State, or a
public corporation, public authority, or public officer of this
State or a political subdivision thereof, when the property was
presumed abandoned under this Act, the other state possesses
proof that the last known address of the owner was in fact n mr.h
other state; or,

(2) the Iast known address of the owner of the property ap-
pcarmg on the records of a holder domiciled in this State, includ-
ing a court of this State, or federal court within this State, or a
public Corporation, public authority, or public officer of this State
or a political subdivision thercof, was in such other state when
the property was prcsumed abandoned under this Act, and such
other state at that time did not provide in its laws for the escheat
of such property, but currently so provides.

(b) The State Treasurer shall hold a hearing on each such
claim within go days after it is filed. He shall make a written
finding on each clain! heard, stating the substance of any evidence
heard by him and the reasons for his finding. The finding shall
be of public record. He shall allow a claim if reasonably satisfied
by proof of the superior right of the other state,

Coment

This important section provides the administrative procedure
by which-another state, claiming a right in property which has
already been escheated by this state under one of the Supreme
Court’s cxccptlons to the general rule (section 201 {b) and (c) )
may present its claim without bringing an original action in the
Supremc Court. Thus states may avoid forcing original actions
in the Supreme Court.

The state treasurer is directed to allow the claim if he is rea-
sonably satisfied that the claiming state has shown a superior right
to the property under one of the two specific exceptions set out by
the Supreme Court. Sections 205 (b) and 201 (¢} are meant to
embody the two exceptions, set out in Texas v. New Jersey,
supra, as preciscly as possible. Of course, if the state making the
claim is dissatisfied with the state treasurer's disposition of the
claim it can always bring an original action in the Supreme Court.

e




An issue which may prove troublesome to resolve in such cases
is whether or not 2 claiming state has proved that “the last known
address of the owner was in fact in such other state.” The test
under the primary rule, the last known address of the owner ap-
pearing on the records of the holder, is quite objective and casy
to apply. But what constitutes proof that the “last known address
of the owner was in fact in such other state”? What sources of
information will be accepted? And when has one proved that an
address is really the last known address? And known to whom?
Must the owner have died at such address for one to be sure
that it was the last known address? :

Although the revised statote scparates the claim procedure for
states from that applicable to all other claimants, there are some
similarities between sections 401 and 404. The time within which
the state treasurer must act s the same, and he must make 2 writ-
ten finding on all claims, which finding shall be of public record,
There are also differences besides those already noted. A state
may bring an action at any time after the state has taken custody
of the property while all other claimants must act within fifteen
years. Under scction 404, the state treasurer must hold a hearing
on cach claim, while under seetion 401 such zction js discretionary
unless requested by the claimant




ParT V. OpL1GATIONS OF HOLDER AFTER PAYMENT
OR DELIVERY

SECTION 501. Relief from hability, C cl P? 1€ 5] .

{2) Upon payment or delivery to the State Treasurer of prop-
erty abandoned, the State shall assume custody and shall be re-
sponsible for all daims thereto.

f"‘\ ( ,

{b) Any person who pays or delivers abandoned property to .
the State Treasurer under this Act, and has in all other respects
complicd with the provisions of this Act, is relieved of all liability
to the extent of the value of the property so paid or delivered for
any claim which then exists or which thereafter may arise or be
made in respect to the property.

(c) Any holder who has paid or delivered to the State Treas-
urer moneys presumed abandoned may make payment therefor
within the time limited by section 401 to any person appearing to
be the owner, and shall be reimbursed by the State Treasurer
upon proof of such payment and proof that the payee was entitled
thereto. Any holder who has delivered to the State Treasurer -
property, induding a certificate of any intercst in a business associ
ation, pursuant to this Act, may reclaim such property if still in
the possession of the State Treasurer, without payment of any fee -
or other charges upon proof that the owner thereof has claimed

C‘ such property from the holder.

Cement

Section 501 constitutes, with some change, section 14 of the
Uniform Act. The holder is relieved of “all ability,” msafaf as
claims by alleged owners are concerned. Subsection {c) provides
that the holder, if satisfied as to the validity of a claim made to
him, may make.payment to the owner and be rcim‘burse.d by the
state upon proof of payment and the validity_of the cla:zrt. If a
daim is made upon the holder for a specific item of‘ta-ngl’bh: or
intangible property, he may reclaim it from the state :.E it has not
‘been sold by the state treasurer. Although a‘hu!der is vnder no
obligation to make such a payment to the claimant, he may well
want to be the one to do so to maintain favorable customer rela-

tions.
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SECTION 502. Income accruing after payment or delivery, -['cq'.i) 315 J"'IJ

When property other than money is delivered to the State
Treasurer under this Act, any dividends, interest, or other in-
crements realized or accruing on such property at or prior to -
liguidation or conversion thereof into money, shall upon receipt
be credited by the State Treasurer to the owner’s account. Except
_for amounts so credited, the owner is not entitled to receive
income or other increments or money or other property paid or
delivered to the State Treasurer under this Act.

Comme nt

Tkis is essentially section 15 of the Uniform Act, modified in
2 manner guite similar to that used by California. Cal. Code Civ.
Proc. §1514 (West Supp. 1964). It differs from the Uniform
Act in that the Uniform Act does not provide for crediting to’
the owner's account any increment related thereto.

There would seem to be little justification for denying the owner
any carnings or increments realized or accrued on his property ex-
cept for the practical difficulties involved. That is, when the
property held by the state is money or has been converted into
money, identifying specific earnings or increments attributable
thereto becomes practically impossible, Why should one owner
be credited with a greater rate of interest than another simply
because the state purchased a better investinent with his money?
Should the state be chargeable with a minimum return on the
property it holds whether or not the property in fact carned such
amounts? Because of these and other questions, it scems defens-
ible to deny the owner credit for any carnings once his property
is in the form of cash.

But the above reasons do not justify denying to the owner
credit for interest, dividends, or other increments clearly attribut-
able to his property before its conversion or liguidation into cash.
While under section 17 of the Uniform Act, property must be
sold within one year, a diffcrent result is reached by section 304
of the proposed act. In the proposed section 304, the state is
empowered to sell the property, but is not required to do so at all.
Thus, any specifically identifiable earnings or increments, which
may be substantial, continue to be credited to the owner’s account

indefinitely.
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Parr VI. CoMPLIANCE AND ENFORCEMENT

SECTION 601, Periods of limitation not 2 bar. [ccp st ng':l

The expiration of any period of time, specified by statute or
court order, during which an action or proceeding may be com-
menced or enforced to obtain payment of 2 claim for money or
recovery of property, shall not prevent the money or property
from being presumed to be abandoned property, nor affect any
duty to file a report required by this Act or to pay or deliver
abandoned property to the State Treasurer; but this section shall
not be construed to affect any right of defense which became
vested prior to the effective date of this Act.

Commont

Section 16 of the Uniform Act lifts the bar of the statute of
limitations in requiring holders to report or pay over property to
the custody of the state. That is, unclaimed property is treated as
subject to the act even though the period of limitations has run
n the holder's favor before the presumed date of abandonment.

In Campbell v. Holt, 115 US. 620 (1885), the Supreme
Court held that where, under the local law as interpreted by the
courts, title to real or personal property has not “vested,” the
Fourteenth Amendment is not violated by legislation reviving a
cause of action barred by the statute of limitations. Perusal of
local law therefore becomes important in this connection. While
the draftsmen are of opinion that, as drafted, the section is con-
stitutional, on balance it imay be decided that it would be wise to
join Arizona, Washington, and Utah in omitting this section.
Omission would have the cffect of allowing the statute of lmita-
tions as a defense to any state action seeking to enforce a report
or delivery of abandoned property.

Taking New Hampshive as 2n example, NH. Const., part I,
art. 23, 2 Bill of Rights article, forbids the General Court to
pass “retrospective laws . . . for the decision of civil causes. . . ."
A law that takes away the ripened defense of the statute of limi-
tations in an action pending at the law’s effective date is retrospec-
tive, unconstitutional, and void. WWeart v, IV innick, 3 N.H. 473,
481 (1826), citing at 479 the language of Justice Story sitting
as United States circuit justice in New Hampshire in Society ».
Whecler, 2 Gallison 105 {1805 ) : “Upon principle every statute,
which takes away or impairs vested rights, acquired under exist-
ing laws, or creates a new obligation, imposes 2 new duty, or at-
taches a new disability, in respect to transactions or considerations
already past, must be deemed retrospective.”

4



“A law may be retrospective in its operation, if it affect an
existing cause of action, or an existing right of defence, by taking
away or abrogating a perfect existing right, although no suit or
tegal procecding then exists."” Clark . Clark, 16 N.H. 380, 386
{1839); Rockport v. Walden, 54 N.H. 167, 173 (1874).

It would certainly appear that, at least as to rights of defense
vested before the cfiective date of this proposed statute, a legisla-
ture cannot act to force the holder to put the property in state
hands for the custody of an owner who could not himself obtain
the property from the holder. The California Supreme Court,
per Traynor, ., has reached this conclusion. Douglas Aircraft
Co. v. Cranston, 58 Cal. 2d 462, 374 P.2d 819 (1962} (inter-
preting the statute of limitations provision as applying only to -
claims on which the statute had not run on the effective date of
California’s act). Oregon had added a proviso similar to the one
the draftsmen of this proposed statute have inserted, Ore. Rev.
Stat. §98:376 (Replacement 1963). Illinois, in adopting the Uni-
form Act, was faced with an 18g§ state supreme court decision
that on the complete running of the statute of limitations, a right =
of defense against a moncy demand was 2 vested property right
within the protection of the constitutional guaranty of due process.
Nevertheless, the Uniform Act's section 16 was cnacted without
change. Il Ann. Stat. ch. 141, §116 (Smith-ITurd 1964). An ac-
companying comment admits that “‘the decision has never been re-
versed and would furnish a basis for attacking the constitutionality
of section 16 insofar as it attempts to remove a bar which has ac-
crued prior to the time the State asserts its right to take custody
of the property.” :

With respect to rights of defense which, but for seetion §o1 of
this proposed statute, would vest while the statute is in force, the
draftsinen see no unconstitutionally retrospective clement in the
section’s operation, The section might be seen as equivalent to
legislation extending the statute of limitations, or otherwise pre-
venting it from cver running in favor of 2 potential litigant. Such
Tegislation has been allowed universally. The California Supreme
Court found no difficulty in supporting the similar California
section. “As to [claims on which the statute of limitations
had not run on the effective date of the act], and as to
claims that will arise in the future, however, it prevents the run-
ning of the statute applicable between the holder and the owner
from barring the duty of the holder to report and pay to the
Controller.” Donglas dircraft Co. v. Cranston, §8 Cal. 2d 462,
466, 374 P.2d 81g, 822 (1962}. '

The question of constitutionality is a close one, however. The
New Jersey Supreme Court reached an opposite result in New
Jersey . Standard Oil Co., § N.J. 281, 74 A.2d 565 (1950).
1t is not clear whether the limitations period had run to its end

45




after the cfective date of New Jersey's general unclaimed prop-
erty law, but the decision did not purport to turn on any such dis-
tinction. The state was simply denied escheat of unpaid wages,
money owing on checks, and maney payable on bond coupons.
“The principle is embedded in our jurisprudence that where a
right of action has become barred under existing law, the statu-
tory defense constitutes a vested right which is proof against
legislative impairment.” 5 N.J. at 293, 74 A.ad at 571,

If the particular state’s Jaw of vesting is seen s in accord with

" that of New Jersey, it may be desirable to shorten the period of

presumption of abandonment to less than the limitations period.
That is the solution adopted by the New Jersey legislature. N.J.
Stat. Ann. $2A:37-29 (1952). The draftsmen with their view
that Lifting the bar of later-vesting rights of defense is not retro-
spective, do not consider this necessary.

It might have been chosen, as a matter of poliey, to draft the
statute so as to permit the statute of Yimitations to serve as a
defense to state action claiming abandoned property. Massachu-
setts does not require a holder in whose favor the limitations
period has rua to report property presumned abandoned, “unless
the court orders him to do so.”> Mass. Gen, Laws Ann, ch. 2004,
§7(c) (1953)- ' .

Although some courts have held that the runming of the period
of limitations vests a right of defense against the owner, it has
not been stated that the statute removes all liability to pay the
debt, or that it vests actual title to the unclaimed property. The
draftsmen therefore see no substantial obstacle and have decided
to lift the bar for the purpose of preventing windfalls to holders.

In connection with many types, perhaps the bulk, of abandoned
property, the statute of limitations does not run during the period
of inactivity which gives rise to the presumption of abandonment.
See Hutchins v. Gilman, 9 N.3. 359 {1833} (no causc of action
triggering the running of the statute accrues to one who has re-
ccived money for another until a demand is made)}. The Uniform
Commissioners cite funds held by fiduciaries, insurance policies,
utility deposits, and bank deposits as 1n the category of property
falling outside the scope of the statute of limitations problem.
Commissioners’ Note, 9A Uniform Laws Ann. 437-38 {1965).

-'"This problem scems to be complicated even more by the Texas
. New Jersey decision. Now a conflict of Jaws problem arises as
to which statute of Timitations might be applicable—that of the
escheating state or that of the state where the holder is domiciled.
And f the latter, can the law of this state affect the running of a
statute of limitations in another state? Becanse of these problems,
and because as previously noted, there will probably be few cascs
where the statute has rup, it may be desirable to omit this section,
thus making the running of a statute of limitations & bar to any
action under this act. The problem of which statute of limita~
tions would be applicable would remain however. :
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SECTION 602. Enforcement, Cij

(a) The State Treasurer may bring an action in a court of
appropriate jurisdiction, as specified in this section, to enforce
the duty of any person under this Act to permit the examination
of the records of such person; or for a judicial determination
that particular property known by the State Treasurer to be held
by any person is subject under law to escheat by this State pursuant
to this Act; or to enforce the delivery of any property to the State
Treasurer as required under this Act.

{b) The State Treasurer may bring an action under this Act
in any court of this State of appropriate jurisdiction if:

(1} the holder is any person domiciled in this State, includ-
ing any business association, banking organization, or financial
organization organized under the laws of, or created in, this
State, and any national bank, or federal savings and loan associa-
tion located in this State, but not including any federal court
within this State; ' ,

(2) the holder is any person engaged in or transacting busi-
ness in this State, although not domiciled in this State;

(3} the property is tangible personalty and is held in this
State;

(4) the holder is any court of this State, or any public corpo-
ration, public authority, or public officer of this State, or a political
subdivision thercof.

{c} In any case where no court of this State can obtain juris-
diction aver the holder, the State Treasurer may bring an action
in any federal or state court with jurisdiction over the holder.

{(d) At the request of any other state, the Attorney General
of this State shall be empowered to bring an action in the name of
such other state in any court of this State or federal court within
this State, to enforce the abandoned property laws of such other
state against a2 holder in this State of property lawfully subject
to escheat by such other state, if: :

(1) the courts of such other state cannot obtain jurisdiction
over the holder; and .

{2) such other state makes reciprocal provision in its laws
for the bringing of an action by an officer of such other state in
the name of this State at the request of the Attorney General of
this State, to enforce the provisions of this Act against any person
in such other state believed by the State Treasurer of this State to
hold property subject to a presumption of zbandonment under
this Act, where the courts of this State cannot obtain jurisdiction
over such holder; and :

(3) the laws of such other state provide for payment to
this State of reasonable costs incurred by the Attorney General
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of this State in bringing zn action under this section at the request
of such other state.

{e) This State shall pay all reasonable costs incurred by any
other state in any action brought by such other state at the request
of the Attorney General of this State under this section. Any state
bringing such action shall be entitled additionally to a reward of
[15] per cent of the value, afier deducting reasonable costs, of
any property recovered for the State as a direct or indirect result

of such action, such reward to be paid by the State Treasurer.

Commenty

This new section is quite important to the act and unless an ap-
preciable number of states pass this or a similar provision, the
Supreme Court’s “simple rule” may not be so simple to effectively
administer-—thus defeating by default the whole purpose of
abandoned property laws. _

Subscction {a) brings together provisions previously found in
various scctions of the Uniform Act. This subsection merely
states what rights the state treasurer may scek to enforce or deter-
mine through court action.

Subsection {b} specifies the situations in which the state treas
urer miay use his own courts—which shonld be in most cases. But
the “contacts” with the holder necessary to have the right to es-
cheat the property under Texas v, New Jersey {which are appar-
ently none—see scction 102), and the “contacts’ necessary to
have jurisdiction over the holder in one’s own state courts would
seem to be two different standards. It would seem: that the tradi-
tional “contracts” tests retain their validity when thinking in terms
of suing a non-resident holder in one’s own state courts. Thus sub-
section (b} enumcrates the conditions under which states have
been held to have such traditiomally sufficient “contacts” as to
sustain a suit. It is conceivable, of course, that an entirely new
“contacts” test would be approved for suing non-resident holders
in one’s own state courts. If the mere fact that the owner's last
known address was in this state is accepted as sufficient "“contact”
with the holder so that this state can get jurisdiction in its courts
over a holder on that basis alone, then afl escheat proceedings
could be in the courts of the escheating state, and the remaining
subsections of section 602 would be unnecessary. But if such a
jurisdictional rule were accepted, it would seem that it would
have to be restricted to the sphere of escheat proceedings, for
the prospect of the application of such a jurisdictional rule to
other areas of the law can be alarming.

Jurisdiction over federal courts is not asserted by this sub-
section to be in the state courts. It is recognized that resort must
be had to some other federal court. See also section 208.

“Court of this state of appropriate jurisdiction” is alse meant
to be a broad and permissive standard under which the state
treasurer may operate. It is mcant to include any court of this
state which the state treasorer may find appropriate or convenient.

ey -
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Assuming that the traditional “contacts” tests will be adhered
to for jurisdictional purposes {which seems to be the more likely
and logical position), and that therefore there will be some cases
in which our courts cannot get jurisdiction over the holder, it is
then necessary to have a provision like subsection (¢) to reach
these cases. The rights described in subscetion {c) must neces-
sarily follow from the Supreme Court’s decision in Texas v. New
Jersey to make meaningful its ruling that states can escheat prop-

- erty simply because the Jast known address of the owner is in this

state. Otherwise, in those conceivable cases where the state can-
not get jurisdiction over the holder, the state would have the
meaningless “right” ta escheat property which it had no power
to reach. Moreover, there scems to be no constitutional objection
to one state suing in the courts of another state. 81 C.].S. States
§223 (1955). In the absence of statutes prohibiting such suits,
2 state scems to be treated like any other person coming into the
state to sue. It is also relevant here that although the Supreme
Court has original jurisdiction in suits involving states as a party,
such jurisdiction is not necessarily exclusive—thus the resort to
the lesser federal courts and even state courts provided in sub-
section {c}. But in any case where a state is dissatisfied with the
results of its efforts in such courts, review may be secured in the
form of an original action in the Supreme Court,

This section is not meant to encourage the state treasurer to
g0 to courts outside the state; rather it is conternplated that his
courts will he used in any case where it is possible to do so, in-
cluding those cases where several courts might have concurrent
jurisdiction, and that subsection (¢) will be resorted to only where
his courts cannot get jurisdiction. Since resort to subsection (c)
may be too burdensome on the state treasurer, or the costs in-
volved too great, this section must be read in conjunction with
subsection (d).

Subsection {d) really provides an alternative method for ac-
complishing the same result as provided in subsection {c). In
many cases however, it is felt that the subsection {d) procedure
will be preferable for reasons of overall ease of enforcement of
the abandoned property laws of all the states and because claims
which would otherwise be unprofitable to collect may be profitably
enforced under this section—thus preventing windfalls to the
holders.
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Action by this state for another state is conditioned upon that
state's willingness to act for this state in corresponding circum-
stances. But to encourage the passage of such reciprocal pro-
visions by other states, especially important states like New
Jersey and Delaware, certain concessions and implied promises
are contained in the proposed statute,

Subsection (d) {1} limits the operation of this section to those
cases where the state cannot get jurisdiction over the holder (in
effect an alternatiye to direct action under subsection {c)), thus

" excluding those cases where both states might get jurisdiction,

but for some reason the state treasurer would prefer to have the
other srate’s attorney general act for him. This limitation is ime
portant to states like Delaware and New Jersey, for it indicates
a willingness to be similarly limited in cheir reciprocal prowi-
stons. Although there will still probably be more instances when,
for example, New Hampshire asks Delaware to act than when
Delaware asks New Hampshire to act for it, this limitation elimi-
nates one large category (concurrent jurisdiction over the holder)
from the possible operation of this subsection. It should also be
pointed out that the language of the entire section is permissive—
the attorney general of one state may or may not act for another
state as he chooses, thus giving him the discretion to act selectively
or arbitrarily. '

The enacting state also asks only for reasonable costs when
acting for another state, while promising other states not only
their reasonable costs in acting for the escheating state, but also
15 per cent of the value, after deducting reasonable costs, of
the property recovered by such other state for the escheating
state. (The 15% is only a recommended figure and can be-ad-
justed aceordingly.} It is hoped that this incentive will prompt
such states as New Jersey and Delaware to pass reciprocal provi-
sions, since in this manner they get at least something from the
funds which otherwise they could not touch. At the same time,
other escheating states probably save the significant expenses of
trying to enforce their claims in such foreign states, Moreover, in
the event of a particularly large amount of property, a state could
act directly through its state treasurer under subsection (¢} and
avoid paying the percentage reward recommended in subsection
(d) when another state prosecutes its claim.
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SECTION 603. Penalties. [ CCF & /52247

{2} Any pe.r.son' who wilfully £ails to render any report or per-
form other duties required under this Act shall be punished by a

fine of [tweniy-five dotlars] for each day such report is withheld

or such duties not performed, but not more than [one thousand
dollars]. ' '

{b) Any person whe wilfully refuses 1o pay or deliver aban.
doned property to the State Treasurer as required under this Act
shall be punished by a fine of not less than [one hundred dollars]
nor more tha.n [one thousand dollars], or imprisonment for not
more than [six monthe_:], or both, in the discretion of the court,

Command

13

The penalties section is section 25 of the Uniform Act. -

In the light of the act’s purpose of preveating windfalls to
holders and providing non-tax revenue to the states, and consider-
ing the state's desire to protect the owner by taking custody of
praperty owed him, it may be scen that willful failure to abide by
the provisions of this law is a fraud on the state ¢hat can well be
held criminally punishable. States with such acts make vaiious
provisions for fine and imprisonment. Massachusetts allows a
court to fine up to $500. Florida and Oregon provide that willful
offenders shall be guilty of a misdemeanor, with no specific men.
tion of fines or terms of imprisonment. Daily fines range from
$5 (New Mexico) to $1r00 {Utah), with maximum amounts
of $1,000 (California, Illinois, Montana, New Mexico) to
$5,000 (ldzho, Utah). The draftsmen sugpest that a $25 a
day fine, with a maximum of $1,000, is adequate under subsection
‘(a), and that a fine of $100 or $1,000 or imprisonment for not
more than six months, or both, is appropriate under subsection
{b).

This section will operate in conjunction with section 3ot (i),
and section 602 {a) which empower the state treasurer to compel
the reporting and delivery of unclaimed property presumed aban-
doned. After bringing such actions, the treasurer and the attorney
general may concur in the belief that a criminal sanction is war-
ranted, and proceedings may be instituted to that end. It should
be noted that the requirement in section jor that the report of
abandoned property be verified, and a similar requirement for
statements filed under section 303 (a), provide . additional
pessible penalty in the form of an indictment for false swearing,




Part VII. stCELMNEops

C" SECTION 9075, Rales and regulations. [ CLPS/52 5'_7 '

The State Treasurer may make such rules and regulations as

hc. finds necessary to administer and enforce the provisions of
this Act. : -

SECTION 702. Excepted property. { Ce/” § I1S2¢ ]

This Act shall not apply to any property that has been pre-
sumed abandoned or has escheated under the laws of another state
prior to the effective date of this Act

Commnt - .
Additional exceptions can be added to this section. T'o achieve
the desired uniformity made posible by adoption of this proposed
act, such exceptions should be few in number. They would be
appropriate, however, where a state has laws governing classes
of unclaimed property unique to that state, or where strong policy
C reasons argue for not changing existing law.

-

SECTION j03. Severability. [ tmeodesed j

If any provision of this Act or the application thereof to any
person or circumstances is held invalid, the invalidity shall not
aflect other. provisions or applications of the Act which can be
given cfiect without the invalid provisions or applications, and to
this end the provisions of this Act are severable.

Comment .

This is section 28 of the Uniform Act. In view of the questions

*  on the constitutionality of provisions for notice to owners, :End th::
problem relating to lifting the bar of the statute of Himitations, it

was thought best to have a severability section, hopefully to keep

the remainder of the act in force pending amendnient of parts

held invalid.

SECTION 704. Repeals and Amendments.

The following statutes of this state are repealed or amended,
as indicated:

C - Goumout e s
Each state should repeal or amend all of its existing law deal-
ing with the escheat of unclaimed property to conform its law
to the provisions of the proposed act. Only in this way can the
objective of uniformity be achieved.
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